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-LETTERS- 


Dollars Afraid to Venture Forth 


Sirs: Your publication could perform no more useful service 
at this time than to call the attention of all bankers to the very 
sound and forceful message recently published in the local news- 
papers over the signature of Alvan Macauley, President of the 
Packard Motor Car Company, and President of the National 
Automobile Chamber of Commerce. 

Mr. Macauley points out a truth which I believe is obvious to 
all bankers, i. e., that ““The very root of our unemployment prob- 

_ lem runs down to the unemployed dollar—the dollar that is afraid 

' to venture forth—sometimes through fear of public opinion.” Mr. 
Macauley adds: ‘‘We now have another war to win—the war 
against unemployment and one that touches a great many more 
directly and more acutely than did the recent years of strife.” 

Bankers everywhere can do much to spread this gospel through 
proper and sane advice to their customers. They can and should 
be leaders of public opinion. Once the buying cycle is started 
again, increased production, increased employment and improved 
business lie ahead. I think you could do much through The 
Burroughs Clearing House to bring Mr. Macauley’s altruistic mes- 
sage to a wide and influential audience. 





Very truly yours, 
GUARDIAN DETROIT UNION GrRouUP, 
Rosert QO. Lorp, President 


| Meriting Repetition 


Sirs: May we have your permission to reprint in the September 
number of “‘Bank Interest,” the official publication of the Roches- 
ter Chapter American Institute of Banking, the following quota- 

' tion from an article (““The Institute at Thirty,’ March, 1930) by 

} Dr. Harold Stonier, Educational Director of the Institute: 

' “The Institute has always been an organization of volunteers. 
It has never resorted to conscription. The Institute has never 
promised anything in the way of advancement. No alluring com- 
mercial publicity of success has built its courses. Its growth has 

» been in answer to well conceived plans, to carefully executed pol- 

 icies, and to the wise counsel of its members through all the years 
of its existence.” 

Awaiting your permission, we are 

G. B. Brewer, Advertising Manager, 
Rochester Trust & Safe Deposit Company, Rochester, New York 


eee 
| And Many Others 


» Sirs: We are building a file on the matter of small loan de- 
' partments operated by commercial banks, and we think we have 
' noticed in your publication in the past an article in regard to this 
subject. 

We would appreciate very much your sending us a copy of this 
' article if it appeared, along with any other references, data or 
' pamphlets you think might be of value to us in this connection. 
Advancing our thanks for your attention to this matter, we beg 

to remain, 

R. L. CLermont, Assistant Credit Manager, 

Citizens and Southern National Bank, Atlanta 


ee 


Indeed a Sour Note 


Sirs: For your column we enclose copy of a letter received at 
the bank. 

“Dear Mr..—————-: I got your Dun I owed you. I ain’t 
forgot you. Please wate. When some other fools pay me I pay 


you. if this wuz judgement day and you was no more prepaired to 
meet it than I am this det you wood sure go to H Hoping 
you will do this. I beg to remain yours indetedly.” 
| The envelope addressed as follows: 
“Mr.—————_, Moultrie National Bank. Return to sender 
F in 5 days if he don’t git this.” 
CHARLES W. Cook, Assistant Cashier, 
Moultrie National Bank, Moultrie, Georgia 





eee 


>No Substitute For a Savings Account—” 


> Sirs: I want to personally thank you for the feature article 
» “Answering: Why the _— Campaign?’’) intheAugust Burroughs 
| Clearing House by Mr. A. C. Robinson, a personal friend of mine 
» who hangs up his hat in my house when he visits Los Angeles, and 
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HERBERT SHRYER, Editor 
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who is President of the Savings Division of the American Bankers 
Association. As Chairman of the Committee in charge of the serv- 
ice referred to in the article, I regard the article and the prominent 
place which you gave it as a big boost, and I just want you to know 
that it is deeply appreciated. 

The service is not limited to the Savings Division or to the mem- 
bers of the American Bankers Association, but is also available to 
the nearly 6,000 banks in the United States, principally small ones, 
that are not members of the A. B. A. More than 600 banks are 
now using the service with the number increasing daily. This is 
remarkable due to the absence of interest on the part of banks in 
building up their deposits because of the low rates of interest on 
loans and the volume of deposits which the banks have on hand 
and which they cannot lend to advantage. 


W. R. Morenouse, Vice-president, 
Security-First National Bank of Los Angeles 
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A DOLLAR FOR DOLE- 
OR AN HOUR OF WORK? 


Which do you prefer to 
give? Which do you 
think Labor would pre- 
fer to have? 





q It is more blessed, and 
better business, to give a man 
an hour of work than a dollar 
of dole. The former enriches the 
one who gives and the one who 
takes. The latter may impoverish 
both giver and taker for while 
one gets nothing for his money, the 
other may lose his self-respect. 


q Labor does not want charity. All 
that it asks is work. And work is 
ours to give if we will. The very 
root of our unemployment problem 
runs down to the unemployed dollar 
—the dollar that is afraid to venture 
forth—sometimes through fear of 
public opinion. 


q Why not put the unemployed 
dollar to work? It will, in turn, put 
men to work. Why fear to buy more 
than the necessities of life because 
of what the butcher, the baker, the 
candlestick maker may think or say? 


q To buy today is a patriotic duty, 
not unlike that of the days when we 
bought Liberty bonds and won a 
war. We now have another war to 
win—the war against unemploy- 


ment and one that touches a great 
many more directly and more acutely 
than did the recent years of strife. 


q No one today can claim a medal 
for wearing patches when he can 
afford a new replacement. There are 
slackers in peace as well as slackers 
in war. When the slacker dollar 
goes to work, men will go to work 
and not before. 


@ The employee should acclaim the 
employer who buys a new Cadillac, 
a Lincoln or a Packard. And the 
employer should just as surely com- 
mend the employee who buys a 
Plymouth, a Chevrolet or a Ford. 
And so on through the list of 
motor cars, each offering more for 
the dollar than ever before. 


q A dollar spent for a new motor 
car eases the labor and raw material 
situation in every State in the Union, 
for every one of the 48 is called upon 
for supplies and three out of four fur- 
nish finished or semi-finished parts. 


q Few would hesitate to buy motor 
cars if all knew how country-wide 
the immediate effect would be. In 
1930 the motor car ranked first in 
the consumption of steel bars and 
sheets, nickel and lead and used 
51 to 82% of all the malleable 


iron, rubber, upholstery leather and 
plate-glass. It also used 18% of our 
hardwood lumber, 17% of our alu- 
minum, nearly 16% of our steel, 15% 
of our copper, 14% of our tin, 26% 
of all leather, 10% of our cotton 
(and cotton grows in 15 states) and 
large percentages of scores of other 
commodities including wool, curled 
hair, paints and lacquers, all requir- 
ing labor in their production. 


@ Hundreds of thousands have run 
their old cars a year or two longer 
than usual. Many of these thousands 
now hesitate to buy new cars for 
fear of being charged with flaunting 
their own prosperity or because of 
what others in business associations 
may think. In our own clientele we 
know that in 1930 some 40% of 
those who should have bought re- 
placement Packards did not do so, 
keeping their old cars. 


q I do not counsel you to buy a 
Packard, or any car, before you buy 
anything else. Ours is not that 
selfish attitude. I do believe that 
the motor car dollar will go more 


places, more quickly, and affect 


more people for quick relief than 
any other dollar and that it can well 
become the “self starter” for better 
business and greater prosperity. 


fhe mecey - 


Prsidenu- PACKARD MOTOR CAR COMPANY 
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Craig B. Hazlewood 


Vice-president, First National Bank, 
Chicago 





MR. HAZLEWOOD 


"Cp Jhat Depression Has Taught 


Emphatic Reminder of the Importance of 
Many Old Truths of Good Management 


AST Sunday I spent on the same sort 
of job that has used up a great share 
of excellent golfing weather for the 

past few months. I spent it, with a 
number of other bankers, going over the 
affairs of an involved bank not many 
hundred miles from Chicago. After four- 
teen hours’ work, we knew a great deal 
more about the real condition of the 
institution, and what chance we have to 
keep it open and solvent. But not one of 
the competent men in the group had 
learned from this typical result of the 
depression anything about the funda- 


) mentals of banking which he did not 
\ already know backward and forward. 


It is to be hoped 
that those men responsible for getting the bank in its 
present plight learned something, for unless they did learn, 
they have little chance to pull it back to a really strong 
position. 

The depression has contributed no new knowledge to the 
art or science or business or profession of banking. Sound 
banking in 1931, and probably in 1951, must be based on 
exactly the same fundamentals as governed sound banking 
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in 1929 or 1909. The depression has 
taught us this, and by learning it we have 
gained. 

What has come from the depression as 
a major benefit, however, is the emphatic 
reminder of the importance of many of 
these old truths. We may also draw from 
it the knowledge that we must watch 
these important points in our banks, that 
we must set up mechanisms that will not 
let us overlook them. For we have seen 
that an astonishing proportion of Ameri- 
can bankers have overlooked or forgotten 
these essentials of management, with 
results which may be read in the 
tabulations of closed banks. 

Making sure that his institution avoids pitfalls and fol- 
lows the path to sure, steady profits is good management 
for any banker. This may not be the dictionary definition 
of management, but nevertheless it fits. Without good 
management, a bank’s profit record is bound to suffer in 
times of depression, even to the point of wiping out the 
stockholders’ equity. With good management, despite 
reasonable losses, a bank will continue to make money. 








Six 


Lack of management closes the doors — 
unless depositors show an almost un- 
reasonable willingness to leave their 
deposits untouched. 

The first rule of bank management 
is liquidity. Yet this requirement has 
been violated more frequently since the 
World War than has any other basic 
law of sound banking. To call atten- 
tion to it seems as obvious as com- 
menting on the need to lock the vault 
before going home. If, however, all of 
this country’s bankers had 
kept liquidity in mind as 
the first need of their in- 
stitutions, we should not 
have so embarrassingly 


A depression simply makes unmis- 
takable to anybody the principles 
which were already the gospel of the 
sounder bankers. These are so many 
that I must fall back on instances 
rather than itemization. For example, 


there is the obvious loaning rule that 
a borrower’s credit must have some 
relation to his normal ability to pay. 
No matter how much collateral an 
individual may offer, it is seldom good 
management to lend him an excessive 








long a list of closings. After 
looking through the assets 
of dozens of banks where a 
crisis occurred, I see lack 
of liquidity as the common 
denominator of failure. In 
some banks this has come 
about through excessive 
real estate loans, whether 
on farm lands or urban real 
estate. In others it has 
come through excessive 
loans to single industries, 
and excessive leniency or 
optimism or whatever it 
is that induces a loaning 
officer to renew notes un- 
reasonably on the plea of 
taking care of customers. 
Whatever the cause in any 
single bank, the result has 
been the same: the bank 
has been unable to get its 
money, and consequently 
has reached or approached 
the point where it could 
not pay its depositors. 
One of the most fre- 
quently encountered weak- 
nesses has been in the bond 
account. A banker whose 
training has been entirely | 
in fair weather seems in- 
clined to regard bonds as an asset that 
can always be turned into cash over- 
night at no loss. This is, of course, 
usually true while the financial trend is 
upward. But the depression has taught 
every banker that bonds are no more 
identical than are children. The con- 
servative banker has kept his bond 
lists free of all but the short term 
securities that properly belong in a 
secondary reserve. The heedless or 
inexperienced man has purchased for 
a rate, and has had to take a licking 
when that bond went to market. 
Actually, in a large number of closed 
banks in one city, the receivers have 
found less loss in turning the customers’ 
loans into cash than they have in 
selling off the bonds and long maturi- 
ties. These bankers were, apparently, 
shrewd loaners of money; they were 
inexcusably weak in their knowledge of 
bond investment. 















amount in relation to his income. 
many a bank is today holding, because 
it cannot let go of, an undermargined, 
underwater note of, say, $75,000 of a 
signer whose income is $10,000 or 


Yet 


$15,000. If the bank sells out his 
collateral for $60,000, how long will it 
take this borrower to pay off the 
$15,000 deficit? It is elementary 
mathematics; any banker can figure it 
out for himself. In fact, the banker 
who has such a note has already figured 
it out —which is why he renews it every 
ninety days. Yet if, instead of waiting 
until the stock market dropped, the 
banker had made this little pencil cal- 
culation before he made the original 
loan, he would have cut down the 
figure from $75,000 to $25,000 —and 
would today have one less sour note in 
the case. 

Closely related is the loan which 
oversteps sound judgment and was 
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made to an individual or company be- 
cause of the borrower’s reputed or 
actual influence on some other account. 
Lending money for this reason is about 
as unwise as giving the contract for 
painting your house to a poor workman 
on a high bid simply because he is a 
customer, while the man who really 
deserves the job banks elsewhere. 
Either transaction smacks of buying 
deposits. Some of the worst bank 
complications disclosed during 
the past few months have 
involved heavy losses 
on these loans to the 
brother-in-law of the treas- 
urer of a big company, or 
to a politician’s private 
business on the strength of 
his ability to deliver a sub- 
stantial block of public de- 
posits. 


LL this is not an attempt 
to draw an indictment 
against bankers or banking. 
Rather its purpose is to 
point out that if some 
bankers had not put aside 
principles of good manage- 
ment, they would have 
kept themselves free from 
these troubles. The de- 
pression has taught every 
banker that it is never safe 
to lose sight of the impor- 
tance of management. For 
while it is possible to oper- 
ate a bank profitably dur- 
ing boom times without 
bothering about manage- 
ment, these weaknesses will 
all show themselves in 
aggravated form after a few 
months of falling prices and 
decreased business activity. 
Disclosure may be deferred, 
but never prevented. 
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Unsound bankers are al- Nhig 


most invariably too op- fall 
yma 


timistic. They believe, with all the 
zeal of an evangelist for his doctrine, 
that their banks are in good shape and 
that in a few weeks or months all the 
current weaknesses will remedy them- 
selves. Thus, when an examiner reports 
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that their loans are in bad shape, they | 


invariably comfort themselves and their 
directors with assurances. The exam- 
iner’s recommendations, they declare, 
apply to another type of bank; or he 
does not understand their community; 


or he is noted for being unreasonable. | 


\A 


And with serene confidence they assert 
that even though some of their loans 
look bad at the moment, these will be 
all right in the near future. So they 
ignore the examiner’s recommendations, 
continue on their previous course —and 
are shocked when eventually their in- 
stitution must be closed as insolvent. 
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dismissal of officers who continue to 
ignore their recommendations. Under 
these circumstances, the examiner can 
call a meeting of the bank’s directors 
and request that they discharge the 
lofficer responsible for the obstinate 
continuance of bad banking. If the 
directors refuse, they are then squarely 
shouldering the responsibility. The 
‘examiners will know that there is no 
‘hope of improvement and will conse- 
quently close the bank before its assets 
are further impaired. Nat- 
jurally, if examiners had 
"these powers, the erring 
banker would seldom con- 
tinue to ignore the exam- 
iner’s warnings. 
The depression has 
brought sharply to bank- 
Hers’ attention another 
faspect of management 
which was eventually cer- 
tain to make itself felt. 
This is the operating phase 
of management, as distinct 
from the financial phase. 

Banks have as a class 
been careless about their 
expenses, not perhaps by 
jpaying excessive salaries 
but rather by not making 
Ssure that their routine 
Soperations are handled in 
"the least expensive way. 
Enough has, in all con- 
science, been said during re- 
cent years about how so 


per day it is possible to reduce the cost 
by one-half cent per item. This is 
$1,500 a year —which is a substantial 
saving in so small a bank. In larger 
institutions a worthwhile amount can 
be earned by far smaller proportionate 
reductions in item costs. 


"THE only excuse for the poor grade of 

office management that prevails in 
most banks is that the men in charge 
have their minds on larger affairs and 





BORROWERS 
ABILITY 
TO PAY 








many banks went out of 
their way to increase their 
expenses by adding need- 
less “services.” But there 
remains unsaid a great deal 
Jabout the comparative in- 
Hefficiency of much banking 
Froutine. 
f When deposits are stead- 
vily increasing, interest rates 
"high, loans in brisk demand, 
Ball the other conditions that 
‘make banking easy and pleasant in 
times of business activity, then there 
‘is little incentive to pare down the 
}office expense. But when earnings fall 
off, we begin to wonder whether it is 
absolutely necessary to spend so much 
money on routine operations. This is 
as far as the average banker gets with 
the project, for presently times brighten 
up, revenue increases, and he forgets 
all about the office expense until the 
> next depression. 
' 
A BANK seldom gets into financial 
. difficulties because of excessive 
costs peritem. But this may very well 
be, and frequently is, the reason for in- 
sufficient profits. It shows up when 
business is poor. At all other times as 
well, it is in existence and draining out 
/money just as effectively and need- 
lessly. Suppose, for instance, that in 
>a small bank handling only 1,000 items 
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you get a new account that yields 
$10,000 a year gross income. 

Looked at from this angle, does not 
the operating side deserve a good deal 
more of management attention than it 
is now getting? In other kinds of 
business, office management is a sepa- 
rate function taken care of by a man- 
ager whose sole responsibility it is. 
There are many office managers whom 
corporations find it profitable to em- 
ploy at salaries which would look 
attractive to plenty of 
bankers. But the bank 
that pays specialized atten- 
tion to this important side 
of management is indeed 
rare. 

Seldom is it easy to find 
out by casual inquiry what 
it costs a given bank to 
handle any kind of clerical 
operation. And the ex- 
pense of operating an im- 
portant department is 
often unknown to anyone 
in the bank. Yet in the 
corresponding operations 
in their offices, most of a 
bank’s principal com- 
mercial customers can give 
such figures down to the 
‘fourth decimal place. To 
keep such expenses to a 
minimum is the function 
of their office managers. 
They find that it pays. 

















consequently they slight the routine 


phase of bank operation. This is 
faulty reasoning, however well it may 
serve to alibi the individual bank 
officer. It is perfectly possible, yes, 
even likely, that a day spent by a 
competent executive on the routine of 
his institution will yield profits far 
greater than a day spent on ordinary 
financial affairs. For there is this to 
be said for cutting operating costs, that 
every cent saved by a well-conceived 
plan in this side of banking is a cent 
that goes into net profits. There is no 
risk, no percentage cutting into its 
ultimate value to the profit account. 
If you devise a way to handle a depart- 
ment as well as ever at a saving of 
$2,500 a year, this $2,500 is clear 
profit. And since only 25 per cent of 
bank income ordinarily finds its way 
into net profit, you have thus ac- 
complished as much as you have when 


The depression has 
shown all of us the impor- 
tance of knowing these 
costs. Any bank that 
studies them now will 
earn just so much greater 
profits when business be- 
comes better and there are 
accordingly more items to 
save on. 

As has been preached in 
the banking journals and 
at banking conventions 
without number, as soon as a banker 
knows his costs he begins to wonder 
about his accounts. Unprofitable ac- 
counts eat up au unbelievable propor- 
tion of gross profits. We have recently 
seen instances of banks where 75 per 
cent of all accounts were unprofitable. 
Also of banks which had a larger num- 
ber of accounts than some other banks 
of the same community which had 
twice or three times as many dollars of 
deposits. These banks are much more 
likely to get into financial difficulties 
than are the banks where all accounts 
are on a profitable basis, for they tend 
to have less satisfactory loans and of 
course they have a much greater over- 
head expense burden to stagger under. 

An account that is unprofitable in 
one bank is not, of course, necessarily 
unprofitable in another. Here the 
question of operating efficiency enters. 
It is obvious that an old-fashioned 


(Continued on page 33) 
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A Simple System for Determining the 
Rate of Earnings Each Month or Day 


OST bankers in small and 
M medium-sized institutions look 

upon the accrual method of 
estimating profits as being suitable 
only for big banks. The elaborate 
systems usually described are too com- 
plex and specialized for them. The 
country banker usually thinks he 
‘ knows about where he is, from the 
profit standpoint. So he goes on with 
the old misleading “cash basis” of 
profit figuring and never really knows 
the exact or even the approximate 
situation of his bank. 

It may therefore be serviceable to 
present a simple system that we have 
worked out in the First National Trust 
and Savings Bank of Santa Barbara, 
that takes no more than thirty minutes 
daily to operate, and which will give 
at the end of each month —or day, for 
that matter —the approximate rate of 
earnings for the bank. This system is 
subsidiary to the general books, or in 
other words it is simply a series of 
memoranda for the guidance of officers, 
the general books being kept on the 
old-fashioned ‘‘cash basis’ plan in 
which interest is credited to profits only 
as received, and the books closed half- 
yearly in the usual way. 

This latter point is very important 
for the small or medium-sized bank. 
It is very seldom that such an istitu- 
tion contains any employee or officer 
sufficiently advanced in bank account- 
ing to be able to handle properly the 
elaborate entries in the usual accrual 
systems, by which all interest is 
immediately credited to “interest 
accrued” whether collected or not, and 
then adjusting entries put through 
when an inventory is taken once or 
twice a year. Not only does the small 
or medium banker dislike the complica- 
tion of such accounting methods, but 
in addition he feels that a good deal of 
additional work is created. Our system 
therefore exists separate and apart 
from the general books of the bank and 
is in the nature of a supplementary 
record. Incidentally, if after a trial it 
is not liked, it can be discarded without 
upsetting in any way the general book- 
keeping routine. 

The form that is shown almost ex- 
plains itself. The upper part of the 
sheet shows income under four heads. 
The first is “Loans and Discounts,” 
showing rates starting at 1 per cent and 
rising by halves of 1 per cent to 8 per 


By Hy. W. Sanders 


Cashier, First National Trust and Savings Bank, 
Santa Barbara, California 





FIRST — TRUST AND SAVINGS BANK 
F SANTA BARBARA 


DAILY ESTIMATE OF EARNINGS. 195__ 


TNCOME 


1. Loans and Discounts: at a (X .0000274) 

(XK .0000411) 
0000548) 
0000685) 
+0000822) 
- 0000959) 
0001096} 
-0001233) 
+0001370) 
«0001507 } 
(X .0001644) 
0001781) 
(X .0001918) 
«0002055 ) 
X .0002192) 





nN 


+ Bonds and Investments: 
Yearly Revenue X .000275..c.cersenes 


Less Yearly prop of Premium X .090275 





3. Interest on Bank ee 
{X 0000157) 
a % % (X 0000205) 
at 1% (x 0000274} 
at 14%(xX .0000342) 
- LAS{X .0000411) 


st 
at 





. 


+. Other Earnings: Bond Dept. (100 day average) 

Trust Dept.(12 month average) 
+ Rents, da ety proportion 

Exchange { 100 day s reer: 
Collections 
Safe Deposit pty 
Storage do. 
Miscellaneous do. 





Total Estimated Income $ 
EXPENSES 


~ 


+ Interest paid and payable: 
at (X .0000877) 
-0001014) 
0001096) 
- 0000822) 
-0000685 ) 
(x .0000848) 


a 
Commercial, (5 mo. ave.) 


«+ Salaries, daily average for month 

+ Other Expenses, (100 day average) 

. Taxes (estimated $7000 yr.) 

« Depreciation, (Bldg. 2%, F and F 10%) 
Total Estimated Expenses § 





Peon 





Normal Dividend $ 


Estimated Surplus § 











cent. The casual reader should not 
arrive at the conclusion that we make 
loans at 1 per cent, the lower classifica- 
tions being necessary in this institution 
to take care of occasional purchases of 
commercial paper, as we have an excess 
of deposits over loans. Latterly, un- 
fortunately, items appearing in the 
lower interest classifications have been 
far too frequent. 


HE second head, “Bonds and In- 

vestments,” shows the day’s income 
from the bank’s holdings. This is 
arrived at by dividing the yearly in- 
come from bonds by 365 and then 
deducting the daily proportion of pre- 
mium. We set up premiums paid on 
bonds in such a way that each block of 
bonds pays off its proportion of pre- 
mium year by year to maturity or call 
dates. Therefore this premium, on a 
yearly basis, must also be divided by 


365 to bring it to a daily basis. In 
practice this division by 365 is accom- 
plished by multiplying by .000275. 

In much the same way the daily? 
interest on the several classifications 
of loans and discounts is accomplished ' 
by multiplying by the decimal figures 
printed in the form. This reduces to 
one operation the whole calculation on | 
the basis of rate and from a year to a} 
day. 

The third item, “Interest on Bank 
Accounts,” is the least accurate of our 
calculations, for we do not have time to 
figure all the float on our outgoing cash 
letters, and our city correspondents 
deduct this float from our balances | 
before calculating interest. 


The result © 


is that if we took our full book balances [ 
and figured interest at the allowed © 


rates on them, we should be figuring | 
far too high. On the other hand, it is | 
no use estimating the earnings on these 
accounts, for they vary greatly yet 
form an appreciable item in our earn- 
ings. For a few months we tested our 
figures by the actual amounts of in- 
terest allowed and found that month 
by month they bore a fairly definite 
relation to the amounts credited. So 
we established a rate lower than that 
actually allowed and found that by 
and large there is not enough variation 
in the float to upset this calculation. 
These figures are also worked on a 
decimal basis, and it will be noticed 
some of the figures are the same as 
those appearing in the loans and dis- 
counts category. In fact once a set of 
figures is built up, it can be used for 
many calculations where it is necessary 
to bring a yearly rate to a daily one. 

Under No. 4 we have a series of 
earnings. Of the eight subheads it will 
be seen that six are figured on a 100-day 
average. This is not extremely accu- 
rate but it does well enough for ordi- 
nary purposes, and is very easy to 
operate. The system consists of keep- 
ing a book ruled in columns, a page or 
more being set aside for each of the 
earnings items. At the outset it is 
necessary to enter the daily totals for 
the previous 100 days in a column, 
then foot it. By moving the decimal 
point two places to the left we have the 
daily average. Each day a new figure 
is entered and added to the balance, 


ell 





and one is marked off the top of the 
column and deducted from the balance, 
which again shows immediately the 
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CLEARING HOUSE 


average for the hundred previous days. 
It is in fact a “moving average.” 

The same method is used for the 
‘Expenses Other Than Salaries” item 
later further down the form. Here it 
makes the daily total jump to some 
extent when a large item (such as an 
insurance premuim) goes through. In 
fact all these items of earnings and ex- 
penses so calculated spread the larger 
items out over three and a half months. 
Greater accuracy could be secured by 
making the moving average cover a 
full year, but this would mean a num- 
ber of additional calculations each day 
and we concluded that the gain in 
accuracy was not sufficiently great to 
compensate for the additional work. 


RUST earnings are rather an uncer- 

tain factor in a medium-sized insti- 
tution. In a year when a large estate 
is administered there is likely to be a 
much greater revenue than in normal 
years. We have arranged for the trust 
department earnings to be credited to 
profits on the general books each 
month, and then take the daily pro- 
portion of a twelve-month average for 
our accrual figure. This at least spreads 
all large items over a year. The “‘rents”’ 
item consists of a small figure to cover 
some revenue we 
derive from the leas- 


10 per cent for furniture and fixtures. 
The total estimated expense is de- 
ducted from the total estimated in- 
come and then the daily proportion 
of normal dividend taken from the 
result. 


T should be noted that no provision 
is made for write-offs on notes or 
bonds, nor for recoveries of amounts 
previously written off. This is because 
such entries are very difficult to figure 
in advance, and it seems to be better 
to omit them altogether. As these 
accrual figures are used as the basis of 
the cashier’s report of operations to 
the board of directors each month, it 
is necessary to add in a footnote to that 
report that no allowance for write-offs 
are included. 

There is a great deal of work in- 
volved in making a start, but once it is 
running, it takes only about thirty min- 
utes a day. To install the system it is 
first necessary to segregate the bank’s 
loans into categories according to the 
rate earned. Ledger sheets are headed 
for each sum so figured, the lowest 
being “no interest,” and including 
those items that are charged down to 
$1 or which have definitely gone bad 
and are awaiting write-off. It would 


Nine 


be unfair to figure them as revenue 
producers. Each day the loan journal 
is gone over and the changes since the 
previous day posted in the accrual 
ledger. Once a month the total bal- 
ances of loans and discounts in the 
accrual ledger are reconciled with the 
general ledger. 

In the same way the bonds must be 
gone over and the total amount of 
annual income set up on a page in the 
accrual ledger. Each day this is ad- 
justed with the previous day’s business. 
When bonds are bought, the income 
figure rises and when sold or matured 
it goes down. The premium figure is 
adjusted for purchases and_ sales 
but not for the ordinary write-off 
of premium when coupons are 
collected. 

The interest on bank accounts, the 
items under No. 4 and the daily bal- 
ances of savings, certificates of deposit, 
etc., are all figured from the memo- 
randum made up by the general book- 
keeper when he posts his general books 
daily. The rest is merely a matter of 
arithmetic. The form is large enough 
to be used on an adding machine but 
in practice the operator finds it 
quicker to fill it up by hand and 
foot the few totals mentally. 

An ordinary add- 





ing of a part of our 
bank building. 
On the other side 
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of the account we 
have ‘‘Expenses.’’ 
The interest on sav- 
ings and certificates 
of deposit forms our 
largest item and here 
again the form is 
printed to cover a 
range of rates. The 
interest allowed by 
special arrangement 
on checking accounts 
is worked on a three 
months’ average, as 
it is an inconsiderable 
item and does not 
vary greatly. 
Salaries are figured 
exactly. In a 30-day 
month the figure will 
be different from a 
31- or 28-day month. 
Changes in staff take 
place occasionally and 
this item is adjusted 
when necessary. 
Other expenses as al- 
ready mentioned are 
run on a 100-day 
moving average. 
Taxes and deprecia- 
tion form fixed items 
day by day, the latter 
being calculated on a 
basis of 2 per cent 





ASSETS 
LCANS AND DISCOUNTS 
U. S. BONDS 
OTHER BONDS AND SECURITIES 
CASH AND EXCHANGES 
OTHER ASSETS 


DEPOSITS—-DEMAND 
DEPOSITS—-TIME 
OTHER LIABILITIES 





SALARIES 
DIRECTORS’ FEES 

LIGHT. TELEPHONE. WATER 
BOOKS, STATIONERY. PRINTING 
AOVERTISING 

TRUST DEPARTMENT 
TELEGRAMS, EXPRESS. FREIGHT 
POSTAGE ‘ 
DONATIONS 

INSURANCE 

TAXES 

SUNDRIES 


EARN'NGS 





LOANS ANDO DISCOUNTS 
INTEREST ON BONDS 
BANK BALANCES 

BOND DEPT. 

TRUST OEPT. 

SAFE DEPOSIT DEPT. 
OTHER EARNINGS 


CONDENSED STATEMENT OF CONDITION AT CLOSE OF BUSINESS <cents omitren) 
TOTAL ASSETS | 
—teicmes ———— 


TOTAL LIABILITIES | 


__ESTIMATE OF EARNINGS AND EXPENSES «cents omrreo) 


Fist NATIONALTRUST AND SAVINGS Bank 


or Sawra Bansara 


CASHIER'S REPORT TO DIRECTORS 


ing machine is used 
for the multiplica- 
tions, which are 
done in a very few 
minutes. 





CORRESPONDING DATE 
LAST YEAR 





or 


INCREASE OR 
DECREASE 


N a number of 
months we have 
found but very little 
that can go wrong, 
and in practice our 
accruals have agreed 
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TOTAL CURRENT EXPENSE 





TOTAL SINCE BEGINNING OF HALF YEAR 


very well with the 
actual profit and loss 
figures when finally 
worked out. For in- 
stance we found that 
two issues of bonds 
had defaulted and 
that another was in 
danger of doing so. 
To adjust this we 
took the defaulted 
bond income off the 
total yearly revenue 
under ‘2,” but we 
did not take the 
~ doubtful one off, nor 
will until it actually 
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the various items are 
added and used as 
eee -| areport and estimate 


MONTH 








ee ae | 
TOTAL | 


j NORMAL DIVIDEND 


| SURPLUS 


bias of earnings and these 
| figures are accumu- 











for bank premises and 


NOTE—assove FIGURES DO WOT INCLUDE PROVISION FOR B®. 
DOUBTFUL DEBTS, NOR RECOVERIES OF SUCH PREVI 
ITTEN OFF. 


lated from month to 
month for the half 
year. 


AD OR 
OUSLY 














Ten 


Contest Defies Depression’ 





THE BURROUGHS 


To the Tune of $6,000,000 New Business 
for All of the Departments of the Bank 


By W. Irving Bullard 


Vice-president. Central Republic Bank and Trust Company, Chicago 


OW one bank recently defied the 
H general business depression and 
added over $6,000,000 in new 
business to its books is the story of a 
record achievement made by former 
Central Trust Company of Illinois, 
now Central Republic Bank and Trust 
Company, Chicago. 

Overcoming numerous obstacles that 
threatened the success of the plan, 150 
active workers of the bank’s staff ac- 
complished the seemingly impossible 
feat through the medium of a “‘Vaca- 
tion Contest.” Despite all difficulties 
and discouragements, including the 
usual “it can’t be done’”’ comment, the 
contestants marched on to a signal 
victory. 

Substantial business was obtained 
for all departments and every penny of 
the $6,294,485.16 total was the result 
of the efforts of the contestants, all of 
whom were general staff workers, ex- 
cluding senior officers and business 
extension representatives. Nota single 
account was placed on the books 
through outside effort. 

The record made is of even greater 
moment when it is realized that two 
months previous to the inauguration of 
the ““Vacation Contest,” the bank had 
conducted a “Savings Campaign”’ 
which produced over $2,000,000 in new 
savings business. Consequently, the 
contestants found it necessary to dis- 
cover additional fields of prospects for 
obtaining new and larger savings ac- 
counts, exceeding in total half a million 
dollars. 

It should also be added that due to 
plans for the consolidation of former 
Central Trust Company and the Na- 
tional Bank of the Republic of Chicago, 
the contest, which began March 15, 
1931, and ended on July 20, was inter- 
rupted for practically six weeks during 
June and July, seriously handicapping 
the work. In addition, the writer, who 
is in charge of business extension, and 
other officers, who ordinarily would 
have continued behind the contest with 
their active encouragement and in- 





CONDITIONS 


Only those who volunteer are eligible for prizes. 

To qualify, the contestant must secure 1,000 points before 
April 15th, but if extenuating circumstances prevent the con- 
testant from securing this amount by April 15th, he can state 
reasons for not qualifying, and apply for an extension of time 
to Mr. Fleck, who will place the facts before the Contest 
Committee for decision. 

Each point represents a like amount in dollars, based upon 
the following schedule: 


Commercial Department 

Checking Accounts—50% to 100% of face value, depending 
upon the size and value of the account. Example: a 
checking account opened having an average balance of 
$5,000.00, allowed full credit by the Committee would 
receive 5,000 points; if allowed on a 50% basis, con- 
testant would receive 2,500 points. 

Certificates of Deposits—Under ninety days, 10% of face 
value. Ninety days to six months, 15% of face value. | 
Over six months, 25% of face value. 


Savings Department 

Savings Accounts—100% of face value. (No savings ac- 
counts with an initial deposit of less than $5.00 will 
count in the contest.) 


Safe Deposit Department 
Safe Deposit Boxes—Points will be based on fifty times the 
annual rental fee. Example: a box renting for $5.00 per 


year would net a contestant 50 times $5.00 or 250 
points. 


Real Estate Department 
Real Estate Bonds—200% of face value. (No points in 
contest allowed if a commission is paid.) Bonds pur- 
chased under the partial payment plan, are allowed full 
credit when first payincnt is made, 


Foreign Department 
Travel Bureau—200% of face value of tour purchased. 
Travelers Cheques—50% of face value. 


All credits with reference to checking and savings accounts 
will be reviewed on July 15th, and if there is any material 
variance from the opening figure in the balances carried in 
these accounts, adjustments will be made on the points cred- 
ited, under the supervision of the Contest Committee. 





Central-Illinois Company 
Sale of securities appearing on current offering list of Cen- 
tral-Illinois Company—50% to 200% of face value, as 
determined by Central-Illinois Company at the time of 
sale. 


Trust Department 
Personal Trust—Wills—10% of estimated value. 
Insurance Trusts—10% of value of policies deposited. 
Agency—15% of market value of securities. 
Trusts under agreement—25% of market value of securities. 
Safekeeping—10% of market value of securities deposited. 
Corporate Trusts—Credits depend upon size and character 

of accounts. 











spiration, were compelled largely to let 
the drive “shift for itself’ after the 
first few weeks. How, then, was the 
satisfactory goal achieved? Let us set 
forth the accomplishment by its major 
and most vital points. 

In the first place, the experience 
gained in the “Savings Campaign,” 
previous to the “‘Vacation Contest,” 
was of invaluable assistance in plan- 
ning the second drive for new business. 
While the savings contest included 
among the workers a majority of the 
bank staff, the second drive narrowed 
down to active seasoned contestants, 
numbering about 150. This arrange- 
ment simplified the whole process and 
reduced the detailed handling to 
minimum cost. 

One of our business extension repre- 


sentatives, Frank M. Fleck, who had 
acted as secretary of the savings drive, 
was appointed to the same work for the 
‘Vacation Contest” and this proved of 
great value in carrying through the 
campaign, as he was familiar with the 


4 mR a. 


problems involved and was able to | 


“pinch hit” in encouraging the con- 
testants, when the directing enthusiasm 
of executives was necessarily diverted 
into channels of bank consolidation 
details. 

Here is an important point to keep 
in mind in the conduct of campaigns 
for new business. There must always 
be an active representative in direct 
charge of the campaign —one who not 
only radiates enthusiasm, but who is 
indefatigable in seeing that every de- 
tail is adequately taken care of-— 
whether it be the recording and distri- 
bution of prospect names, the issuing 
of inspirational letters or flashes to 
contestants, the arranging of ‘“‘pep” 
meetings, or what not—to insure the 
continuity of the entire campaign. 
With the proper leadership and active 
direction, a contest is more sure of 
success. 

The “Vacation Contest” was based 
on the “point” system —that is, certain 
points were arbitrarily determined as 
allowable on various types of business, 
depending on the individual character 
of each, such as trust, commercial, sav- 
ings and so on. The goal in “points” 
set for July 20 was tentatively placed 
at 2,500,000, but because of the various 
obstacles to surmount, it was tacitly 
agreed that 2,000,000 points would be 
a satisfactory and entirely adequate 
total. 

The first month of the contest up to 
April 15 was designated the qualifying 
period. All contestants, to remain in 
the campaign, were required to obtain 
at least 1,000 points by that time. This 
plan helped greatly to strengthen the 
position of the bank’s real new 
business getters and to eliminate un- 
profitable candidates. At the end of 
the qualifying time the total of points 
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CLEARING HOUSE 


secured was 383,000. The grand total 
on July 20 was 2,032,482. This figure, 
it should be remembered, was for 
points only, the amount of business in 


) dollars being much greater as indicated 


Se Rae 





by the total gain in new business re- 
corded at the beginning of the article. 

Another point in connection with the 
contest was that no over-the-counter 
business during the period of the drive 
was included in the totals —only those 
accounts definitely brought in by the 
contestants. 


WHILE the savings contest earlierin 

the year was conducted ona loyalty 
basis only —no compensation being al- 
lowed—it was deemed advisable to 
offer vacation prizes or their equivalent 
to all winners in the second or “‘Vaca- 
tion Contest,” and to pay a reasonable 
amount in cash to all contestants who 
produced 5,000 points or over in new 
business. At first the contest was 
organized into teams of five members 
each, with a team captain chosen for 
his ability to produce and to encourage 
his fellows. Under this original plan, 
the members of the winning teams 
would all have been awarded prizes, 
but due to the large amount of business 
obtained by a few more active indi- 
viduals, and due to the lapse in sales 
effort caused by bank consolidation 
distractions, all teams were abandoned 
in June and each contestant was put 
“on his own.” 

The initial team co-operation, how- 
ever, helped greatly to arouse the 
enthusiasm of workers and stimulated 
competition, but because certain con- 
testants might win prizes through the 
results obtained by fellow team mem- 
bers, it was thought advisable to 
finish the drive on an individual basis. 
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The prizes offered were basically re- 
sponsible for much of the business 
gained, but the general conduct of the 
contest was so helpful that every factor 
employed to increase the total volume 
was of real value in the success of the 
drive. Ten substantial master prizes 
were listed to bring as much urge into 
the contest as possible. The highest 
four individuals were to be recipients of 
a vacation trip to Grand Canyon and 
southern California, including a visit 
to moving picture activities in Holly- 
wood, or the equivalent in securities; 
the next three, a trip to the Canadian 
Rockies and Vancouver or equivalent 
in securities; the next three, a vacation 
jaunt to the Saguenay River country 
or equivalent in securities. 

During the course of the drive a new 
problem arose —that of several junior 
officers and others whose volume of 
new business far eclipsed the largest 
totals of the general run of contestants. 
It was therefore decided to remove this 
group from the contest and classify 
them as super-contestants. From this 
number, the highest of whom secured 
nearly 125,000 points, three winners 
were named, and, in order, each re- 
ceived first, second and third prizes as 
listed above. In addition, over fifty 
contestants obtained more than 5,000 
points in new business, their individual 
compensation ranging from $37.55 to 
$6.86. 

The details of the contest dovetailed 
in an orderly sequence as each step de- 
veloped, so that there was sustained 
quiet enthusiasm and uninterrupted 
interest in the work throughout. The 
spirit of the game persisted to a re- 
markable degree in the face of most 
discouraging difficulties —a spirit built 
up through loyalty and teamwork 





REAP RICH REWARDS! 
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Vacation Contest 
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TO BE AWARDED 





ANNOUNCEMENT EXTRAORDINARY — Inspired by the success 
of our recent Savings Drive, plans have been 
Extension Department, to launch a big Va 
in all departments, on March 15, 1931. 
The purpose of this contest is to provide an opportunity for members 
of The Central Group staff to assist in securing additional business for all 
departments of Central Trust Company of Lilinois and also Central-Illinois 
pany. 
PRIZES — For this business 18 Master prizes, includi 


the Canadian Rockies, to the Grand Canyon and Holly 






jing trips through 
wood, and to Sague- 








edits will insure the 






|, the credits will he 
reial, savit ral estate, 
safe keeping, etc. 
compete in this contest, it is necessary that the 


hed below be signed and returned 
before March Tih. Part 





a rance recor 
to Mr. Kellough, Personnel Depart on or q ici. 
pation in the contest is entirely voluntary. Senior officers not eligible for 
the contest. 





FULL DETAILS of the plan will be published in the March issue of 
The Central Group News, out Wednesday, March 4, 1931. The rewards 
offered in the contest are so attractive that a large oumber of the staff will 


be eager to enroll. 
(Signed) W. IRVING BULLARD, 
Vice. 





VACATION CONTEST ENTRANCE RECORD 

Signifying porticipation in the grand Vacation Contest 

for special trips and prizes, beganaing March 15, 1931 > 
and ending July 15, 1931. : 


This plan interests me. Please enter my came as @ contestant. 


Naw 


Department 


Be sure to return this card to Mr. Kellough, Personnel Department, not later 
than March 7th, 1931. 
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that permeated the whole institution. 
Withal, the friendly but heated rivalry 
between the individual contestants 
kept alive the strife for supremacy. 

Interest at the start was engendered 
by distribution of a printed announce- 
ment entitled, ““Reap Rich Rewards.” 
Here the highlights of the contest were 
set forth, and at the bottom was a de- 
tachable entrance record. This an- 
nouncement is reproduced herewith. 
Subsequently, as necessity or advis- 
ability demanded, dodgers, flashes, 
special notices, progress of the con- 
testants, letters signed by the writer 
and various officials, and other inspira- 
tional and informative material were 
distributed among the workers. A 
“Vacation Contest Manual,” contain- 
ing all details, rules and provisions of 
the drive, was also prepared and given 
to each worker. This sort of co- 
operation and stimulative interest was 
considered decidedly important. Two 
of the most talked of flashes that aided 
in winning the day were “Hurry, 
Contestants” and ‘“‘Remember about 
the Hen?”’ both shown herewith. So 
worth while was the latter dodger con- 
sidered by the bank’s management 
that it was ordered distributed to 
every member of the staff, whether a 
contestant or not. 


HE contest was well organized to 

make it effective. An advisory com- 
mittee, headed by the contest chair- 
man, supervised all matters of policy 
and directed the highlights of the cam- 
paign. The workers got off to a 
running start through several well 
planned auxiliary helps. In the first 
place a series of get-together afternoon 
teas were tendered the contestants in 
the employees’ lunch room, different 


(Continued on page 43) 
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with soul so dead who never to 
himself hath said: “Will it pay 
us to start a trust department?” 

Especially in these days of low 
interest rates, high operating costs, 
falling bond sales and reduced earnings 
in all departments, banks both large 
and small are considering seriously the 
possibility of augmenting these earn- 
ings through the acquisition of trust 
business. 

While all is not beer and skittles in 
the operation of trust departments, 
neither need there be any taboo in the 
minds of bankers when it comes to 
establishing such a department. Many 
banks, of all sizes and in all parts of 
the country, are operating trust de- 
partments and making money out of 
them. Not a lot of money, to be sure, 
for large profits in the trust business 
come only with large volume. But 
they are more than paying their way 
and laying up an increasing volume of 
future business. 

By way of a guide as to what trust 
departments in towns and cities of 
different sizes are earning, the office 
of the Comptroller of the Currency 
has recently given out the results of a 
survey of the 1,829 active trust depart- 
ments of national banks. 

Forty-seven trust departments in 


B wits sont there a bank official 


rust Work — 
in the Beginning 





By Paul P. Pullen 


places with population less than 1,000 
inhabitants were administering an 
average of $36,651 of trust assets each, 
with an average volume of trust assets 
in each trust of $4,462 and these de- 
partments reported gross earnings for 
the twelve months period of $749 per 


- bank. 


One hundred thirty-four trust de- 
partments in places with population 
between 1,000 and 2,499 were each 
administering an average of $94,005 
of trust assets, each trust averaging 
$6,687 and each department reporting 
$931 in gross earnings. 


WO hundred fifty-one trust depart- 

ments in places with population 
between 2,500 and 4,999 were admin- 
istering an average of $181,874 of 
trust assets, each trust averaging 
$10,944 in assets, and each department 
reporting $1,875 gross earnings. 

Four hundred twenty-nine trust 
departments in places with population 
between 10,000 and 24,999 were each 
administering an average of $409,902 
of trust assets, each trust averaging 
$14,962 and each department earning 
$3,206. 

Two hundred twenty-three trust 
departments in places with population 
between 25,000 and 49,999 were each 
administering $986,158 of trust assets, 
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each trust averaging $32,014 and each 
department earning $3,912. 

One hundred fifty-six trust depart- 
ments in places with population be 
tween 50,000 and 99,999 were each 
administering $2,215,649 of trust assets, 
each trust averaging $39,743 and each 
department earning $8,929. 

One hundred twenty trust depart- 
ments in places with population be- 
tween 100,000 and 249,000 were each 
administering $4,970,378 of trust assets, 
each trust averaging $49,603 and each 
department earning $19,212. 

Sixty-six trust departments in places 
with population between 250,000 and 
499,999 were administering $8,201,622 
of trust assets, each trust averaging 
$81,757 and each department earning 
$28,109. 

Forty-one trust departments in places 
with population between 500,000 and 
999,000 were each administering 
$18,579,181 of trust assets, each trust 
averaging $92,611 and each department 
earning $76,971. 

Fifty-six trust departments located 
in places with a population of 1,000,000 
and over were each administering 
$35,479,227 of trust assets, each trust 
averaging $112,399 and each trust de- 
partment earning $223,339. 

An official of the Department, in 
presenting the survey, makes an 
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interesting comment: “‘What a striking 
testimonial this is of the growing 
public recognition of the desirability 
of the corporate fiduciary in the settle- 
ment of estates and the administration 


© of trusts.” 


With these figures as a guide to what 
his contemporaries are doing, and what 
he may reasonably expect in the way 
of business and earnings, the bank 


) official may now map out his program 
» somewhat as follows: 


© bank’s 


1—Make a personal survey of his 
natural field to determine 
whether there is sufficient present and 


» potential trust business to support a 
trust department. 


esis 





ayer sue 








2—Proceed to organize a trust per- 
sonnel on the basis of reasonable cost 
but high efficiency. 

More than likely there are a number 
of wills now reposing in the bank’s 
vaults in which one or more of the 
bank’s officers are named executor or 
trustee. This business, if turned over 
to the new trust department, would 
form a nucleus around which to build. 
The bank officers’ knowledge of the 
wealth of the community would give 
some idea of the extent of living trust 
business to be developed. 

A study of the probate court records 
will yield valuable information as to 


' the number and size of the worth- 


while estates which have been probated 

in the past and of the number of 

guardianships and conservatorships. 
Early in the consideration of a 

trust department the 

matter should be dis- 


the appointment of a corporate execu- 
tor and trustee. Others, fearing the 
loss of lucrative business, will be luke- 
warm or even openly hostile. Since 
the co-operation of the attorneys is 
quite necessary to the success of the 
department, it is important to have 
the good will of as many of them as 
possible. 


ig may also be well worth while to 

discuss the proposition with the pro- 
bate judge, for he has the responsibility 
of appointing administrators for in- 
testate estates; administrators-with- 
the-will-annexed, in case the executors 
named in wills cannot or will not serve 
or die or move away before completing 
the administration of the estate; 
guardians for minors and conservators 
for incompetents. If he is favorably 
disposed toward corporate fiduciaries 
he has it in his power to direct a con- 
siderable volume of business to the 
trust department. 

Life insurance underwriters may also 
be consulted with a view to ascertaining 
the probable amount of life insurance 
trust business in the community. 

Very little corporate trust business 
can be expected in the small or medium- 
sized community. If any of this busi- 
ness, such as transfer agent, registrar 
or trustee under bond issues, originates 
locally it is likely to be handled by 
trust companies in the larger financial 
centers. 

When it comes to the actual estab- 
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lishment of the trust department, one 
of two policies may be pursued. Busi- 
ness may be solicited and the organiza- 
tion developed as the volume warrants 
or the complete organization set up 
first and no business accepted until the 
department is functioning as a sepa- 
rate unit of the bank. If the latter 
policy is adopted, the bank must make 
up its mind that the department must 
be operated for a time at a loss. On 
the other hand, such a plan is probably 
the more farsighted of the two and 
makes for more rapid future growth, 
a higher standard of trust service and 
ultimately greater profits. 

Nearly all states now provide special 
acts under which trust departments 
may be established, usually under the 
statutes relating to the establishment 
and control of banks. Forms and com- 
plete instructions are available through 
the various state banking departments. 

A national bank desiring to assume 
trust powers must adopt a resolution 
on a prescribed form authorizing its 
officers to make application to the 
Federal Reserve Board for a permit. 
The application should be sent to the 
chairman of the board of directors of 
the Federal Reserve Bank in whose 
district the applying bank is located. 
It is then forwarded to Washington for 
action by the board. If the application 
is granted, a permit is issued and sent 
to the bank. 

Federal regulations, and most state 
laws, require the establishment of a 
department separate 
and distinct from the 





cussed with leading 
lawyers of the com- 
munity for with them 
may lie, to a greater 
or less extent, the suc- 
cess or failure of the 
project. If they are 
consulted about the 
proposition before 
instead of after the 
establishment of the 
department, they are 
more likely to look 
atit favorably. They 
appreciate being taken 
into the banker’s con- 
fidence and_ having 
their advice solicited 
on a matter so closely 
related to their pro- 
fession. Then, too, 
the subject can be 
discussed in its early 
Stages more abstractly 
and academically and 
With less constraint. 
It is just a matter of 
simple psychology. 
Some attorneys will 
gladly fall in with the 
plan and promise with- 
out hesitation to sug- 
Sest to their clients 





T his 1s the first of five articles 
on the organization and op- 
eration of a trust department by 
Paul P. Pullen of the Chicago 
Title and Trust Company. 


The forthcoming articles will discuss: 


The scheme of organization and plan of 
management. 


Fees, costs and profits, including a survey 
of the extent to which fees are governed 
by state law. 


Advertising and business development— 
personal solicitation and the use of the 
various advertising media. 


Investment of trust funds—some of the 
general principles and the desirability 
of new uniform trust plans for small and 
medium-sized trust departments. 


other departments of 
the bank, under the 
management of an 
officer to be desig- 
nated as Trust Officer. 
Whether required or 
not, however, the con- 
duct of the trust work 
in an orderly and 
efficient manner de- 
mands that a separate 
department be set up, 
under some respon- 
sible official. And to 
the bank just organiz- 
ing a trust depart- 
ment, the selection of 
thetrust executive is of 
supreme importance. 

One of the first 
things to be decided 
by the management is 
whether or not the 
trust officer shall be 
an attorney. While it 
is a fact that the 
vast majority of trust 
officers. are lawyers, 
some of the most suc- 
cessful trust depart- 
ments are in charge 
of bank officers who, 
while they have a 
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considerable knowledge of law, have 
no law degree and cannot practice. In 
a midwestern city of 60,000 population 
a trust department was started with 
an out-of-town attorney as_ trust 
officer. Because of the attitude of the 
local lawyers, it was soon found advis- 
able to make a change, however, and 
a trust man who was not an attorney 
was brought from an adjoining state 
and placed in charge of the department. 
The attorneys, in this case, dropped 
their hostile and suspicious attitude 
immediately and began to co-operate 
actively with the trust department. 
Perhaps one of the greatest mistakes 
that can be made in starting a trust 
department is to put a bookkeeper or 
clerk in charge, whose only qualifica- 
tion for the position is the title con- 
ferred upon him by the directors. The 
trust officer, whether or not he be a 
lawyer, should be of the type to in- 
spire the confidence of the public and 
to attract the trust business of the 
community. Good trust men are com- 
paratively scarce, but they are to be 
had, and are well worth their price. 
It should be the established policy 
of the trust department management 
to play no favorites among the legal 
profession in the distribution of legal 
appointments. As a rule, the attorney 
who is responsible for drawing the will 
and naming the bank executor and 
trustee should be the one retained when 
it comes time to probate the estate. 
Never, under any _ circumstances, 
should the bank undertake to draw 
wills for customers. This is not only 
contrary to law in nearly all, if not 
all, of the states but is the surest way 
to alienate attorneys. When the 
town’s wealthiest citizen suggests that 
he will name the bank executor if it 
will draw his will and save him the 
attorney’s fee, the experienced trust 
officer will offer to pay the fee, but 
insist that the will be drawn by an 
attorney not connected with the bank. 




















The same legal taboo is not attached, 
in most communities, to the drawing 
of living trusts, life insurance trusts, 
agency agreements and land trusts. 
If, however, the local lawyers feel 
strongly enough that such work prop- 
erly belongs to them, it probably is 
the better part of wisdom for the trust 
officer to concede the point. 

As to the internal features of the 
department, some policies are de- 
termined by law and some are dictated 
by good business practice and experi- 
ence. Separate books and records 
must be kept for all trust department 
activities. The original instruments 
creating each trust must be kept on 
file, as well as properly receipted 
vouchers for all payments made under 
each trust and copies of reports to 
courts and beneficiaries. 


T° safeguard the trust assets, all 

securities should be under dual con- 
trol, so that it will be impossible for any 
one custodian to have access to them 
without the presence of another. Asa 
further safeguard, all uninvested trust 
funds deposited in the commercial or 
savings departments of the bank 
should be secured by readily market- 
able collateral of a value equal to the 
deposit, actually delivered to and held 
by the trust department. 

While the trust officer is in direct 
charge of trust department activities, 
the ultimate responsibility for the 
prudent, safe and efficient operation 
of the department is lodged in the 
board of directors. Especially in the 
matter of the investment of trust funds 
are directors held to strict account- 
ability. The regulations of national 
banks, and most state banking depart- 
ments, require that all investments of 
trust funds shall have the approval of 
the bank’s board of directors, or a 
committee appointed for that purpose, 
and that such approval shall be noted 
in the bank’s minute book. 

In practice, it is usually 
necessary for the board to 
delegate the detailed invest- 
ment work to a committee 
of its members, known as 
the “trust investment com- 
mittee.” This committee 
works closely with the trust 
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officer and reports directly to the 
board of directors. 

It should be the policy of the board # 
and the trust investment committee 


never to buy securities for its trusts =—_ 


from the other departments of the 
bank. Not only is such a practice not 
ethical, but in at least one very recent 
court case the trustee has been obliged 
to make good to its trusts losses re- 
sulting from securities so purchased. 

For the directors’ own protection it 
is highly desirable, and in case of 
national bank trust departments ob- 
ligatory, to create a directors’ exam- 
ining committee, composed of mem- 
bers of the board. The duty of this 
committee is to make periodically a 
thorough and complete audit of all 
trust department records as well as a 
careful and complete examination of 
all securities held in the trust depart- 
ment. The reports of this committee 
should be made a part of the minutes 
of the board of directors of the bank. 

One feature which, unfortunately, | 
the trust officer of the new trust de- 
partment must guard against is the 
tendency on the part of the officers of 
the other departments to cut fees for 
their pet customers and to endeavor to 
induce the trust departments to rende 
all manner of free service. 

I. M. Close, who keeps a good ac 
count in the commercial department, 
decides to create a land trust, and goes 
to the officer in that department whom 
he knows best and induces him { 
intercede with the trust officer in hi 
behalf for the purpose of cutting th 
fee, or even handling the trust for | 
nothing. | 

Or Ezra Clutchpenny, who is a good 
customer of the bond department, 
decides that the bank ought to keep 
his securities for him and clip the cou- 
pons without charge. Since safekeeping 
and agency accounts properly belong 
in the trust department, the manager 
of the bond department will pass the 
work and responsibility along to the 
trust officer with the explanation that 
Ezra gives him a lot of profitable busi- 
ness and he really hasn’t the heart to 
charge him for it. 

The margin of profit on trust busi- 
ness is so small that there is no room 
for free service if the department is to 


(Continued on page 48) 
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serve banks would tend to increase by 
| asubstantial percentage of the increase 
occurring in deposits. Under these 
conditions interest rates might go 
higher, but this would be no real bar- 
rier to business revival, for low interest 
rates, when accompanied by the un- 
willingness of the banks to lend, are 
merely nominal and no stimulus to 
business. Even if other methods were 
adopted for financing an increase of 
deposits and currency, the free gold 
over legal reserve requirements would 
not necessarily decline very much. The 





HE chart also indicates that there 

has been an increasing efficiency in 
the use of our gold stock throughout 
the last half-century. The ratio of gold 
to deposits and circulation has tended 
downward since 1880. The decline 
has been due to a more rapid upward 
trend on bank deposits and money in 
circulation than in the monetary gold 
stock. Apparently the tendency has 
not been intensified since the establish- 
ment of the Federal Reserve System 
in 1914. 


Fifteen 
. e : 
mple Gold and Lagging Credit 
The Justification for a More Liberal 
Lending Policy by the Commercial Banks 
cy C. H. Whelden, Jr. 
Yale University and Index Number Institute 
HE present mone- Tatio Seale BILLONS On the shorter move- 
tary gold stock of RATIO ff MONETARY GOLD STOCKS U.S {OOS ments in the ratio of 
the United States is TO —- ne oe deposits and 
sufficient to make fiscally circulation there is evi- 
possible an increase of LO TAL DANK DEPOSITS & NONEYin CROULATINA 40 dence of a certain change 
nearly 20 per cent in aa ma mee ts in the later years which 
the current total of bank = = ae - can be attributed to the 
deposits and money in 20 t _— — f 20 operations of the Federal 
circulation. As shown 16 ony vi 5 ¥ 16 Reserve System. In 
| by the accompanying 12 | 7S. BK DEPOSITS __ 4 these later years, but 
chart, at the end of 10 —— 10 not in the earlier years, 
June the monetary gold & ed | 8 the ratio has tended to 
stock of the country was 6 | 7” t | 6 rise and fall on opposite 
8.8 per cent of the total Pe i LA | | |  AONFIADY STIKKS ~~ bl movements in the 
-ank deposits and circu- ——}——_} — Ba ATES f — * amount of deposits and 
ation. In 1928 the figure 3.0 ‘a | 3.0 circulation and the 
| vas 7.1 per cent and in | 94 | | = 20 | amountof the gold stock. 
320 it was 6.6 per cent. Ls! | | | | a In 1897 to 1898 there 
In order to return not 7 | aa was a fall in the ratio 
wo, the fiscal position of 1.0 Nord ph a “~ 10 with an increase in de- 
1920 but merely to that 0.8 st fH —s Sp a 8 posits and circulation at 
, 1928, there could be 06 = RATIO f MONETARY GOLD STOCKS TO $ 6 a faster rate than the 
n increase of $13,500,- | 5 r ag A ee 5 simultaneous increase in 
100,000 in bank deposits | 47 | ne 4 gold. There is no case 
nd circulation without | - T + | — | 3 where a fall in the ratio 
any further increase in B80} 1880 [B95 ! : depends on a decrease of 
the gold stock, for with en : re MB gold at a faster rate than 
the existing gold stock an accompanying de- 
and an increase in deposits and circu- volume of deposits and circulation is crease in deposits and circulation, but 
lation of that amount the gold ratio held down at present by the practical in the fall of the ratio from 1889 to 
would again stand at 7.1 per cent. difficulties encountered in securing 1896 when the gold stock was declin- 
With the adoption of a more liberal commercial loans, a condition which ing, deposits and circulation did stop 
credit policy on the part of the banks, rests upon the lack of confidence among rising after 1892, although they did 
such a change could be accomplished _ bankers in the future earning powers of not actually fall. Since 1914 there are 
without a reduction in the “‘free gold” business. With business now indicat- two instances in which the ratio has 
of the Federal Reserve Banks below its ing quite clearly that it is near if not fallen on the reverse move of declining 
effective minimum. With commercial at the bottom of the present cyclical gold stocks and increasing deposits and 
banks lending more freely, and with movement, the time seems ripe for circulation. These instances occurred 
the Federal Reserve banks selling secu- greater banking confidence in business between 1918 and 1920 and between 
rities and concomitantly increasing and greater willingness of the banks to 1925 and 1928, in the latter period the 
their holdings of bills bought and dis- lend, perhaps at some advance over the general movement of the gold stock 
counted, the “free gold’ of the Re- present nominally low interest rates. being downward although the decrease 


was interrupted slightly in 1926 and 
1927. It has been usual for a rise in the 
ratio to depend on an increase in gold 
stocks at a faster rate than a simulta- 
neous increase in deposits and circula- 
tion; out of the five periods since 1880 in 
which the ratio has risen, this relation- 
ship has held good in four. This direct 
relationship, however, did not hold in 
the rise of the ratio between 1929 and 
1931, when the gold stock increased 
but deposits and circulation failed to 
rise in 1929 and 1930 and actually fell 
in 1931. In the period between 1920 
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and 1924, moreover, when the ratio and 
- the gold stock were increasing through- 
out, deposits and circulation fell between 
1920 and 1921, although they were 
rising through the rest of the period. 


By these recent instances of changes 
in the ratio depending upon reverse 
moves in deposits and circulation and 
in the gold stock, there is indicated 
the presence of a larger element of 
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management of goldin our fiscal system. 
It would be a real encouragement 
to business if this gold-management 
were now directed more energetically 
toward less restrained credit extension. 


Clow Branches Came in Michigan 


ACK in the Mauve Decade when 
men wore whiskers and women 
stored the family savings in tea- 

cups, bedposts and oatmeal tins, 
branch banking made its appearance 
in the State of Michigan. The exact 
year was 1889. The exact details con- 
tain a rather quaint story. 

Poor transportation facilities in the 
Detroit of 1889 made it inconvenient 
for residents in outlying districts to use 
the downtown banks. Eager to get 
people to place their savings in their 
bank regardless, the officers of the 
Home Savings Bank (now the Peoples 
Wayne County Bank) hit upon a very 
ingenious idea. It is an idea which 
philosophically, if not technically, 
marked the founding of branch bank- 
ing in Michigan. 

The officers of the bank, visualizing 
the thousands upon thousands of 
dollars that were being stored in various 
receptacles around the home in a more 
or less haphazard fashion, dollars that 
were consequently out of circulation 
and were drawing interest neither for 
the owner nor the bank, decided to 
bring the bank to the customer, since 
the customer found it troublesome to 
come to the bank. 

They called upon an iron foundry 
and had made for them an iron bank 
about a foot high and eight inches wide. 
It was a very ornate sort of bank, a cross 
between a county court 


house and a_ typical 
banking edifice of the 
day. It was gayly 
decorated and had in- 
scribed upon it the 
name, ““The Home 
Savings Bank.” Each 
bank contained four 


compartments, suffi- 
cient to keep separate 
the deposits of all the 
members of theaverage- 
sized family. 

Once a month, one 
of the two collectors 
employed for the pur- 
pose called with horse 
and buggy at the home 
of depositors. The 





roving bank teller 





cBy Robert H. Powers 


counted the contents of the four 
compartments in the presence of the 
depositors, entered the 
savings in a pass book, 
swept the money into a 
canvas sack, wrote the 
amount and the name 
of the depositor on a 
tag made for the pur- 
pose, placed it in his 
valise and went leisurely 


on his way to the 
homes of other cus- 
tomers of the bank. 


At the end of a day’s 
work the collectors often 
had several thousand 
dollars in their canvas 
sacks. They would have 
laughed at the idea of a guard. They 
would have scorned the suggestion that 
they carry a pistol or some sort of 
firearm. In those days there was no 
thought of holdup men. 

At the time, it was common practice 
for nearly every family to own a watch- 
dog. Consequently, among the only 
few risks the collectors ran when mak- 
ing their rounds was the risk of losing a 
part of their clothing. But being con- 
genial and understanding souls, they 
quickly won the confidence of even 
the most temperamental fox terrier 
and had little need for two-pant suits. 

You can well imagine what a thrill 
it was for the entire 
family to gather around 
the dining room table 
whenthecollectorcalled 
to empty the bank. He 
was in truth a friend of 
the family and often a 
counselor as well. He 
brought to banking an 
ever-growing good will 
and confidence which 
enabled the Home Sav- 
ings Bank to increase 
its business and facil- 
ities. In a compara- 
tively short time, this 
bank had over 6,000 of 
its iron savings banks 
in Detroit homes. 

In the same year of 
1889, the Home Sav- 





ings Bank decided to open a banking 
office in a small one-story building in 
one of Detroit’s fast- 
growing business com- 
munities. This was at 
Junction Avenue oppo- 
site the old Peninsular} 
Car Shops. ; 

The manager and one} 
clerk comprised the en- 
tire staff at the bank. 
The hours were long. 


that the misinformed in 
our day feel they indi- 
cate. The working day 
began at 9 o’clock and 


continued to 4 o’clock, with a shortf 


interval for lunch. The bank reopened 


Bankers’ hours in those) 
days did not create the) 
illusion of “‘easy”’ hours) 








CLE 


N 
| | W 
b 
cont: 


again at 6 o’clock and closed for thep type 


day at 8 o’clock. 

The opening of this bank marked the 
official founding of the first branch 
bank in Michigan and of one of the 
very first in the Middle West. 

From this small beginning, have 
grown more than 140 completely 
equipped banking offices, one of which 
is conveniently located in every busi- 
ness and residential section of Metro- 
politan Detroit. 

The Peoples Wayne County Bank 
feels that much of its present size, 
scope and experience (it is the largest 
bank in Michigan and has more bank- 
ing offices in one city than any other 
bank in the United States) can be traced 
back to the days of the iron savings 
bank. This system of saving, of personal 
service and consideration for its de- 
positors have enabled it to build up 
its depositors to over 650,000. The 
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depositors represent a great city in 
themselves, a city as large as San 
Francisco or Pittsburgh. Many of the 
depositors in the old iron home savings 
bank and at the Junction Avenue 
branch bank are still customers of the 
Peoples Wayne County Bank. 

The loyalty of these depositors is 4 
perfect example of the reward thal 
awaits the financial institution thal 
places its customers foremost in its 
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The Bank of England in 1770, the time of ‘‘Old Patch” 


Seventeen 





ounterfeiters of Georgian Days 


N the now dim and distant days 
Eien I started life as a private 

banker’s clerk, I used to come in 
contact with a number of old men of a 
type long since non-existent. Sur- 
vivors of the Mid-Victorian generation 
of bank men, they were a fusty lot, 
much given to gin-drinking and snuff- 
taking, and in their conversation prone 
to stories far from suitable for a young 
man’s ears. At the same time I did 
occasionally glean interesting insights 
into the happenings of an earlier bank- 
ing world, especially from a very shab- 
bily dressed old fellow whose memory 
was a storehouse of anecdotes of this 
description. He had, by the way, a 
feat of which he was _ inordinately 
proud. He would place a stream of 
snulf from the bent elbow of his seedy 
coat to the tip of his forefinger and 
sniff the whole lot up his capacious 
nostrils in one mighty inhalation. 

I remember that one day he took 
me to lunch at a little chophouse and 
told me I was sitting where the “Black 
Nun” had partaken of her daily lunch 
for years. Naturally such a statement 
demanded a story. She was a dignified 
old lady, he said, named Sarah White- 
head, who, dressed invariably in 
crapes, used to haunt the entrance of 
the Bank of England every day, hav- 
ing been forbidden to enter its portals. 
Her brother had been hanged for for- 
gery and the tragedy had turned her 
brain so that for forty years or more 
She was always expecting him to come 
out from the Bank where he had been 


By George Boyle 


a clerk and meet her as he had done 
when they shared a lodging together. 

Whitehead, a handsome young man, 
had fallen into the hands of a swindler 
by whom he was introduced to stock- 
jobbers who allowed him to make con- 
siderable sums, with the result that 
he took an expensive residence and 
placed his sister in charge. When the 
Bank asked for an explanation, White- 
head resigned and set up as a gentle- 
man of independent means. His down- 
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“Old Patch” himself 


fall was rapid, for in order to finance 
his extravagances he took to forging 
old “Navy Fives” and, these being 
detected, the erstwhile bank clerk 
soon found himself at the Old Bailey 
and shortly afterwards making the 
short journey to the scaffold to the 
tolling of the bell of St. Sepulchre. 
Lest some of my readers should be 
mystified by these names, I had better 
explain that the “Old Bailey’”’ was and 
is the Central Criminal Court and 
adjoins the famous Newgate Prison, 
and at the beginning of last century 
executions took place in the roadway 
between it and the old church across 
the way. Here it was that Whitehead 
met his doom, being presented—as 
condemned men were, thanks to the 
misplaced generosity of one Robert 
Dowe who left money in his will for 
the purpose — with a nosegay of flowers, 
and having a bell rung all night outside 
his cell by the Clerk of the church who 
also recited gruesome lines, ending: 


And when St. Sepulchre’s bell tomorrow toll 
The Lord above have mercy on your soul. 


WE must go back further in history 

to find the first forger of Bank of 
England notes and to the story of a 
young man’s efforts to convince a lady 
of his bona-fides. He was certainly not 
the first confidence trickster, for I sup- 
pose that title belongs to Jacob who won 
his mess of pottage with a piece of 
hairy skin, but he was one of the pro- 
genitors of those clever people who 
catch the unwary visitors to London 
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nowadays with their tales of rich men 
with funds to distribute in charity, 
leading to the deposit of envelopes with 
money inside as acts of good faith. 

Richard W. Vaughan had been sent 
down from Oxford for dissolute behav- 
ior and coming to London started 
a wholesale drapery business. His 
failure revealed the fact that his book- 
keeping was not above suspicion and 
he drifted into Lincoln’s Inn Fields 
as clerk to a legal practitioner. Being 
of pleasing manners, he soon began 
to take meals with the family and in 
a short time had won the heart of his 
employer’s daughter. The lady, how- 
ever, had business instincts and desired 
proof that the undischarged bankrupt 
could match her dowry with means 
of his own. Vaughan informed her that 
his discharge was pending and that his 
mother had promised him a thousand 
pounds on his wedding day. He then 
asked for a month’s leave to put his 
affairs in order, but little did his future 
father-in-law suspect how he proposed 
to employ his time. 

He proceeded to visit two engravers, 
asked one to cut for him the words “‘I 
promise to Pay” with a figure of Bri- 
tannia, and the other ‘For the Governor 
and Company of the Bank of England.” 
This latter, he explained to the French 
refugee whom he approached, was 
merely a direction. When all was 
ready, Vaughan presented himself with 
a supply of paper and worried the 
Fenchman, Fourdrinier, by folding each 
piece and insisting that the work be 
done in the space left. However, as 
bank note forgeries were then unknown, 
the engraver kindly allowed him to 
make the pulls. In this fashion he sup- 
plied himself with fifty twenty-pound 
notes and taking them to his lady love, 
flourished the bundle before her eyes. 
She was a bit dubious as to the thick- 
ness of the paper but Vaughan assured 
her that it often differed and did up a 
dozen or so in a parcel to leave with her 
in the best confidence trick manner, 
swearing her to secrecy. Unfortu- 
nately, fired by his success with the 
lady, he tried to pass off a note in pur- 
chases for his wedding and finding it 
challenged, hurried back and de- 
manded his packet. Father-in-law, 
fearing that the youth was cooling 
over his matrimonial bargain, refused 
to part, and the next day Vaughan 
was arrested while manfully trying to 
swallow one of his over-thick notes. 
A few days after the date of his pro- 
posed wedding in 1758, he was hanged 
at Tyburn where the Marble Arch 
stands today. 


V AUGHAN’S example was to be fol- 

lowed many a time, especially after 
notes for £1 and £2 had been issued by 
the Bank—indeed in 1818, 30,000 
notes were stopped and 207 forgers 
executed—but his efforts were of 


course but poor imitations, and it 
remained for a far cleverer man to 
show what could be done in the matter 
of producing something really akin to 
a Bank note, watermark and all. It is 
interesting perhaps to observe here that 
watermarks occur in some Italian 
papers of as early as the 11th 
century. 

John Mathieson was employed by 
a watchmaker at Gretna Green, that 
center of the hopes of eloping couples 
where the blacksmith still joins them 
in wedded bliss over his anvil. Watches 
in those days were ornamented with 
intricate engravings and the idea 
occurred to John that he might turn 
his skill to better advantage. So he 
forged some notes of the Darlington 
Bank, which being prentice efforts 
were promptly stopped, and Mathieson 
to avoid trouble, removed to Edin- 
burgh. There he set about counter- 
feiting those of the Royal Bank of 
Scotland, and finding these were not 
questioned he set out for London with 
a nice little pile, passing a note at each 
stage of the coach journey. Arriving 
safely, the Bank of England note at 
once attracted his attention and in less 
than a fortnight he had made a plate, 
engraved it and forged the watermark. 
The resultant note he had no difficulty 
in passing, so he turned them out by 
dozens, traveling all over the country 
to dispose of them and even taking 
some to the Bank itself in order to pur- 
chase those of higher denominations 
and forge these as well. One day a 
cashier jestingly remarked that Max- 
well —as he now called himself —might 
know something of the dud notes they 
were receiving and Mathieson decided 
the Bank was no place for him in the 
future. 


OON after this, the cashier, whose 

suspicions had been growing, saw 
him one day in Cornhill and per- 
suaded him to come into the Bank on 
the plea that he had paid him too much 
and might get into trouble. An inter- 
view with the directors led to his 
appearance before Sir John Fielding, 
brother of the famous author of ‘“Tom 
Jones.” This dispenser of the king’s 
justice wore a bandage over his eyes 
like the traditional figure of Justice, 
but his blindness did not prevent him 
from seeing through Mathieson. The 
latter, confronted with his early Dar- 
lington notes, made a full confession, 
but curiously enough, in confirmation 
of the excellence of his later work, 
the Bank experts refused to admit that 
his watermarks were not genuine. In 
his cell, as a last chance to save his 
neck, he offered to describe how he had 
managed to forge them, but on the 
principle that dead men tell no tales, 
his offer was rejected. Not long after- 
wards he suffered the penalty of those 
times for his crime at Newgate, amid 
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the jeers of the assembled multitude 
of sensation- -mongers. 

The other day I came across a pic. 
ture of a man who was in his day the 
prince of forgers. I had offered to find . 
an engraving for a friend and betook 
me to Charing Cross road where you~ 
may find innumerable second-hand|_ 
booksellers and print dealers. Nearly!” 
all of them have collections of the latter 2 
in portfolios among which you may” 
delve to your heart’s content. It is a” 
remarkable fact that many an old 
book priced a few shillings, becomes of © 
greater value when no longer a book! 
at all. Quite a business is done in tear-— 
ing out the pictures, sorting them into 
sections, and placing a fancy price on” 
them. In the course of my search a a 
found a plate of a repulsive old gentle-/ 
man in Georgian costume who was) 
briefly described as “Old Patch.” 
Curiosity led me to trace his history) 
and a truly amazing one I found it” 
to be. : 


At the age of sixteen, Charles Pricey 
had forged the signature of his father 7 
who kept an old clothes shop and had i 
been begged off the gallows by his 
mother. Driven from London, he mi- ; 
grated to Somerset and became a clerk 7 
in a brewery and worked so well that he / 
was made a partner and, as was appar- 
ently the custom in those good old 
days, became a suitor for the hand of 
his old employer’s daughter. The 1 
brewer, learning something of his part- 
ner’s history, refused unless Charles | 
found a large sum as security. Nothing | 
loath, Price asked for leave and prom-| 
ised to return with £100,000 guarantee. | 

In London he discovered that his 
father was dead and had cut himselli 
off with the proverbial shilling, and 
unable to make good his promise, he 
became a clerk in a city office where he 
managed to put up false entries to the 
tune of £500 and escape to Holland. 
In that country, his money exhausted, 
he forged a letter of introduction in 
his late employer’s name and presented 
himself to a prominent Dutch mer- 
chant as a Mr. Johnson seeking par- 
ticulars of an uncle who had died in 
Jamaica and left him a fortune. While 
awaiting its arrival he took on clerkly 
duties and was once again offered a 
partnership and a wife into the bar- 
gain. 
rich, honorably, but some kink in his} 
nature made him prefer to persuade 
the lady to steal some hundreds for 
him with which he fled to England, 
leaving the beloved child of an old man 
to die in childbed. 

He now appeared in the West End 
as a fashionable beau and became the f 
companion of Sir Francis Delaval, but 
was dropped by the latter after Price 
had helped him by trickery to marry | 
a rich heiress. His money fast dis-f 
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a brewery by fraud and advertised for 
someone to put a thousand pounds in 
the concern. One of the answers he 


' received was from Foote, the cele- 


brated actor and mimic, whom he per- 
suaded to become his partner; with the 


' result that Price cleared a nice sum, 


leaving his dupe, who _laconically 
remarked that “‘his beer was in every- 
body’s mouth while his hand was 
always in his pocket,” to foot the bill 
in more senses than one. 


"THINGS now went badly for the 
scamp and after starting a matri- 
monial agency he drifted into a brew- 
ery business once more, only to become 
bankrupt and abscond to the conti- 
nent. A period in prison followed for 
trying to induce skilled gin-makers — 
contrary to the Dutch law—to come 
to England, and a return to this 
country saw his imprisonment for 
debt in the Marshalsea prison, that 
grim place so vividly described by 
Dickens in “Little Dorrit.”” Here his 
method of securing his release was 
worthy of him. In Holland he had 
chanced to hear of an intrigue not 
unconnected with the reigning King 
of England, so he set to work to write 
a pamphlet about it. This he sent to 
Foute, of all people, with the request 
that it should be brought to the royal 
notice. The result was his 
immediate release. 

After becoming a clergy- 
man for a time and persuad- 
ing an old lady to part with 
some thousands for good 
works, which for him began 
and ended at home, he man- 
aged to secure the hand of a 
rich heiress in marriage and 
simultaneously set up a sepa- 
rate establishment with the 
lady’s aunt, who soon became 
his accomplice in crime. 

He was now to prove his 
right to be called the prince 
of forgers. He started a lot- 


tery business, lotteries being 
all the rage in Georgian days, 





and was grieved to discover what a vast 
number of forged notes found their 
way to his office. Here, however, was 
a chance to turn his genius to the best 
advantage. He found a residence for 
his wife on the outskirts of London and 
took rooms for himself and his mis- 
tress in town, where both lived dis- 
guised as old people. 

The making of notes seems to have 
presented no difficulties and the couple 
passed them quite easily, using mostly 
country lads to present them. In this 
way they are said to have made £10,000 
in one week; Price gradually increasing 
the value of the note denominations. 
Using innumerable disguises, in the 
art of which he seems to have outdone 
all the famous detectives of fiction, he 
even called at the Bank of England 
and exchanged fourteen £50 notes of 
his own make for their equivalent in 
hundreds. His favorite disguise was 
that of an old man much muffled up, 
with a patch over his eye, which gained 
for him his nickname of “‘Old Patch.” 

He now decided to visit Paris and 
on the way over was seen by a king’s 
messenger who suspected that he might 
be the “Old Patch” about whom the 
Bank had raised a hue and cry, though 
he now called himself Schultz. A Bow 
Street runner, the prototype of the 
modern detective. was sent in pursuit 
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The New-gate of old London from which the prison took its name, the 
Old Bailey (Central Criminal Court) and the condemned cell in Newgate 
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and in Calais fell in with a kind gentle- 
man called Price who offered to help 
him to apprehend the villain. He 
pointed out a man who was promptly 
arrested but who proved to be a clerk 
entrusted with funds from America to 
help to fan the riots then general in 
England. Price received payment 
from the Bank for his share in this cap- 
ture and must have chortled over the 
only money he got from the Bank 
honestly. 

Feeling safe again, he returned to 
London and the Bank authorities 
were soon at their wits’ end when he 
resumed his flood of spurious imita- 
tions. Its activities persuaded Price to 
change his methods. He had noticed 
that the Bank tellers who issued orders 
for payment in notes did not deal with 
the actual transactions. these taking 
place at another desk. He thereupon 
engaged a number of men to present 
cash to the first teller and to bring him 
the tickets for the notes. ‘These orders 
he promptly raised and sent them on 
to the paying cashier and duly received 
notes for the larger amounts. It was 
not until the end of the day when Price 
was safely gone to earth, that the dis- 
crepancies were discovered. 

This was to be the end of his career. 
The Bow Street runners were hard on 
his scent, and had discovered that a 
Mr. Charles Price, a wealthy 
stockbroker, was in the habit 
of depositing bundles of 
notes with the goldsmiths 
in order to borrow plate for 
the entertainments he gave. 
There was a tax on plate at 
the time and Price for some 
reason of meanness preferred 
to hire it. 


[N one of these bundles a 
curious goldsmith discov- 
ered forged notes. Another 
man, who called himself 
Powell, was also found to 
be doing the same thing 
and the arrest of the latter 
led to the capture of Price 
(Continued on page 42) 
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Safe Deposit Boxes 


cBy Thomas J. Malone 


AINT Paul bank and trust com- 
~ pany officers state that renting 

safe boxes in joint tenancy is 
popular practice with their customers. 
Of the three largest safe deposit depart- 
ments in the Minnesota capital, one 
estimates that about 75 per cent of all 
its box rentals are in such form, while 
each of the others puts its joint- 
tenancy rentals at about 50 per cent 
of the whole number. All three write 
‘“‘joints’”” when requested, reporting 
them to be the favorite arrangement 
for families or between relatives. 

In contrast is the attitude of some 
safe deposit departments of trust com- 
panies in Minneapolis, where, of the 
two largest, one states that it will not 
rent boxes in joint tenancy at all and 
the other that it will do so, but re- 
luctantly. On the other hand, a third 
safe department in the sister “Twin” 
says it makes joint rentals willingly 
and has no aversion to them. 

One learns that the right of survivor- 
ship is nearly always the main, and 
usually the sole, end sought by a 
person asking for a joint contract. He 
will assent to the equal right of access 
to and control of the box as a necessary, 
if not welcome, concomitant. 

Because of the hospitable attitude of 
the First Trust Company of Saint 
Paul toward joint-tenancy leases of 
safe boxes —about half its safe leases 
are said to be of that nature —I asked 
Karl F. Dreher, a trust officer of the 
First Trust and a member of the Saint 
Paul bar, to tell of the practice. 

According to Mr. Dreher, joint 
tenancy as applied to a safe deposit 
box is “‘one of the most perplexing sub- 
jects,” in some of its aspects, that 
come within the experience of safe 
deposit officers. Creation of joint 
estates in lands or tenements and in 
personal property, as stocks and bonds, 
is a well established custom. But a 
mere right to the use of a safe box, 
Mr. Dreher pointed out, does not have 
any of the attributes of real property 
and such resemblance as it may seem 
to have to incorpereal personal prop- 
erty as by way of a right,.is apparently 





nullified by the fact that the renter has 
no property right in the box or the 
space in the vault. 

“In Minnesota and many other 
states, if not in all,”’ he said, ‘“‘an estate 
in joint tenancy will not be recognized 
as implied but must be construed as 
such from the clear language of its 
creation. There must be the affirma- 
tive statement in the grant or convey- 
ance that A and B are joint tenants 
with the right of survivorship and not 
tenants in common. Our lease form 
for a safe box contains that wording. 
The negative is used to obviate any 
implication that either party was not 
at all times entitled to possession. 

“In joint renting of a safe box, we 
apply the doctrine of survivorship to a 
relation which has none of the usual 
incidents of real or personal property, 
one which does not arise by operation 
of law, can not be conveyed or devised, 
and rests only upon mutual agreement. 
It is true that the contract for the use 
of a box by two or more persons seems 
to combine the essential incidents of a 
joint tenancy, ‘the four unities,’ for 
each person has the same interest, 
accruing by the same instrument, be- 
ginning at the same time and held by 
each and all, with the right of sur- 
vivorship. But the contract does not 
act upon a thing, or what the law calls 
a chattel—something that can be 
moved with the person of the owner, 
or is evidence of intangible, invisible 
rights, as a note or stock certificate. 

‘I see no impediment to the contract 
entered into by two or more persons 
jointly under which any one or all may 
have access to the box. If such a 
contract is made with a bank or trust 
company, it is difficult to understand 
how it can deny access, except perhaps 
because of proper legal process, to any 
of the parties. So long as all the joint 
renters are living, no difficulty will be 
met for no renter can prevent any co- 
renter by notice to the lessor from 
having access; the lessor can recognize 
no differentiation in the rights of joint 
renters.” 

The perplexities arise, it seems, only 
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if one of the joint tenants dies. When 
that happens, the sole interest in the 
subject of the contract remains, ac- 
cording to the doctrine of survivorship, 
to the surviving renter, not only as an 
incident to the relationship as a matter 
of law but usually, if not always, 
according to the terms of the contract. 
And, if the sole interest remains to the 
survivor, the interesting question may 
be raised as to whether the executor or 
representative of the deceased joint 
renter can have any inherent right of 
access to the box. 

‘All that we engage to give to the 
joint renters,’’ Mr. Dreher continued, 
“is access to the box. We do not deal 
with the contents at any time. That 
touches on the whole question of the 
nature of a safe box rental, whether 
the relation between company and 
lessee is one of bailment, landlord and 
tenant, or what. I don’t think it’s 
bailment, despite court decisions favor- 
ing that construction, but let’s not 
settle it now.” 


CCORDING to the Minnesota in- 
heritance tax laws, the county 
treasurer shall be notified to inventory 
the contents of a decedent’s safe box 
before delivery or transfer of assets 
therein. Whether, after the death of 
one of two joint renters of a safe, the 
surviving renter shall be refused access 
until after the inventory has _ been 
made, appears to be a moot question 
in Saint Paul, for no uniform practice 
is observed by all the vaults there. 
One other point made by Mr. Dreher 
had to do with the appointment of 


a a3 


deputies by joint renters. The contract | 


of the First Trust Company specifies 
that naming of a deputy must be 
concurred in by all the joint tenants. 
That on the ground that one tenant 
should not be allowed to appoint an 


agent to deal with the rights of co- | 


tenants without their consent. 

A composite of views of a number of 
vault managers in Saint Paul on 
advantages of and possible objections 


to renting safes in joint tenancy are: |) 


In a great majority of cases a person 


——— 
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inquiring as to a box for family or 
domestic use desires to assure a sur- 
vivorship right, and joint renters are 
in the pairs of husband and wife, 
parent and child, brother and sister; 

Most persons are honest and few 
joint renters have any intent to evade 
payment of inheritance tax on a 
decedent’s property; 

Individuals renting boxes seldom ap- 
point deputies, such appointments 


being only 3 to 5 per cent of the total 
number of individual contracts —from 
which the inference is plausible that 
where no survivorship right is arranged 
for, the renter does not choose to give 
any one else access to his box; 

Joint rentals require vault em- 
ployees to serve more users of boxes, 
to remember more faces and to check 
more signatures; 

A joint rental is likely to insure con- 
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tinued possession of the box by a 
surviving tenant, and so more income 
for the safe department than an indi- 
vidual rental, which terminates with 
the renter’s death; 

In the absence of statute or high 
court decision in Minnesota on joint- 
tenancy leasing of safe boxes, some 
uncertainty attends the practice with 
possibility of readjustments if statute 
or decision should come. 





Enter—the Bank “Shopper’’? 


By L. I. SPERLING 


——EE 





department store, that its goods will always sell 

for a certain percentage lower than the prices 
quoted by other and competitive stores. (Macy's 
you will recall, originated that admirable slogan 
“It’s Smart to be Thrifty’ and what an inspiration 
that should be to the sales-minded banker!) 

Another department store in the Middle West 
infers discreetly and modestly in its advertisement 
that its standard of employee sales behavior is on a 
level somewhat higher than that of competitors. 
(And what is more, its performance in this respect 
seems to be as good if not better than its mild pro- 
testations. ) 

Now how are these two stores (for example) able 
to keep abreast, even ahead, of their competition, in 
order to price merchandise and key personnel to the 
desired levels? 

The answer is in the rather elaborate system of 
shopping maintained by department stores every- 
where, not only outside the store but inside as well. 
The varying degrees of success attained by the 
different stores lies in how they use the information 
thus obtained, just as data secured through ques- 
tionnaires or market surveys are valuable only 
insofar as they are put into practical application. 


It is no secret that shrewd, observant young men 
and women in the employ of alert stores are con- 
stantly scouting incognito and shopping in rival 
stores, bringing back to their employers valuable 
information as to prices, merchandise and service. 

Equally observant efficiency experts are con- 
stantly “listening in” to the stores own clerks and 
sales people. As a result Miss Gold in women's 
neckwear gets a summons to the merchandiser's 
office and is amazed to hear that her indifferent 
attitude toward the stores wealthiest customer, 
Mrs. Van Norton, has been repeated in detail and 
must be improved or else . 

The system means dollars and cents to the 
company and tends to keep the sales force on its 
mettle. 

Several years ago, | was impressed with the 
thought that some such “shopper method” could 


l is the proud boast of Macys, New York 


profitably be instituted by a bank. That was before 
the then impending era of slogans touting “the 
friendly bank”’ and “‘the bank of service,’ and even 
these alert sales pioneers in banking with whom | 
talked, were a little fearful of so radical a step. 
Since then there has come a greater realization that 
business brought to the bank window by costly and 
painstaking effort may be driven away by apathetic 
personnel. 

I know of course that trust companies have been 
no laggards in stepping. up standards of service. 
They have two-week schools of instruction for new 
employees, and frequent group pep meetings to 
stimulate sales-mindedness and loyalty. There is a 
premium placed on the Proper Attitude toward the 
Customer. 

The suggestion I had in mind was this: 

That certain wives of officers who were not 
known to employees at outlying branch offices be 
asked to transact business at these offices in the 
manner of an ordinary customer, then to report the 
manner in which the transaction was handled. 

This of course had the weakness of possible 
recognition of the customer but eventually so does 
the professional shopper become known. However, 
careful assignment would defer that. And it might 
be a wise thing to “tip off’ the employees without 
revealing the identity of the shopper, to keep them 
on their toes. 

Further, this “bank shopper, ’ whoever he or she 
might be, was sometimes to make an unreasonable 
demand to see how such a situation was handled. 

Now the merchandising slant is being recognized 
by alert bankers and perhaps the time is ripe to hire 
a man for two or three months, to do some ‘‘shop- 
ping.’ The experiment will be in a good cause and 
should prove of great value. 

This is not the first idea from industry and 
commerce which will have proved successful when 
adapted to the uses of finance. 

It has the merit of having been tried elsewhere 
and found of worth. Which is more than can be 
said of many purely theoretical ideas that have been 
toyed with at great cost in banking. 
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Discussing Wherein Lie the Profits 
From Them, Beyond the Collected Fee 


N an article in The Burroughs 

Clearing House recently, business 

life insurance trusts were discussed 
from the standpoint of immediate 
profits to the trust department. The 
author mentioned the fact that his 
question as to the desirability of this 
business from that angle had been 
answered all the way from absolute 
yes to absolute no. 

A small fee on a business life insur- 
ance trust where the funds are re- 
ceived and promptly disbursed does 
not appear attractive in view of the 
careful attention required when the 
trust agreement is prepared. The 
small fee appears equally unattractive 
in view of the attention required at the 
time the trust is actually discharged. 

There is another point of view, how- 
ever, from which the trust department 
_may regard the business life in- 
surance trust. While there may 
not be compensation available 
im any way commensurate with 
the responsibility and care re- 
quired in the direct handling of 
such business, the indirect assist- 
ance in estate administration 
cannot be over-emphasized. 

One of the most difficult assets 
to appraise properly is good will, 
and in a business built around 
one man, good will is one of his 
most valuable assests. To under- 
take to retain the good will of 
the deceased owner would appear 
to be an almost impossible task. 
The discussion of how to ap- 
praise and realize on the good 
will of a business forced into 
liquidation by the death of the 
owner is about on a par with dis- 
cussing how to catch hold of the 
rainbow. It is entirely possible, 
nevertheless, and if any means 
presents itself whereby the ex- 
ecutor can catch this asset and 
make it yield dollars to the estate, 
that means should be discovered 
and used to the best advantage. 

Business life insurance is the 
means whereby this seemingly 
impossible task can be accom- 
plished, and the trust department 
takes interest in such a trust not 
as a source of profit, but rather 
as a way of increasing the value 
of its services to the estate it is 
handling. It is probable that if 


By John H. Boushall 


Trust Officer, First National Bank 
Tampa, Florida 


the particular trust company is trustee 
under the terms of the life insurance 
trust, it will be the executor of the will 
of the deceased partner. The likeli- 
hood then is that at the same time the 
life insurance trust agreement is opera- 
tive, the proceeds of the life insurance 
so arranged for will come into the 
hands of the same trust department, 
passing from the trustee to the executor. 

If this should be the case, the matter 
of business insurance takes on an en- 
tirely different appearance. Granted 
that a fee of only $500 has been col- 
lected on a $50,000 business insurance 
trust agreement, look at the same 








© Ewing Galloway 
Indicating that Wall Street is not entirely deserted—a recent 
photograph of ‘‘The Street’? heading up to Trinity Church 


transaction from the standpoint of the 
executor who has been relieved of 
undertaking to dispose of the business. 
No greater boon could possibly have 
come to help in the administration of 
the estate. 

At a recent Southern Trust Con- 
ference, trust officers were called upon 
to tell of experiences they had had in 
the liquidation of businesses. Remark- 
able versatility was represented. One 
was vigorously conducting a wholesale 
hat manufactory. Another was operat- 
ing a series of shoe departments in 
department stores in five widely scat- 
tered southern cities. A third was 
operating farms in the Mississippi 
Delta. All were anxiously scanning 
the horizon for a purchaser of the busi- 
ness who would arise and help them 


at 


THE BURROUGHS)! 


G lhe Business Insurance ‘Trusts 


turn loose the bull’s tail, or were hope- © 


ful that they could hold on until 
some minor came of age and let 
them out. While a trust officer 
is equipped to do anything from 
advise as to when children 
should visit the dentist to select- 
ing the casket for the remains 
of the deceased, running a busi- 
ness as a going concern, beset 
with all the hazards of modern 
merchandising, is about the 
least attractive phase of estate 
administration. Of course, it 
may be fine to see the trust 
department enter the busy marts 
of trade and bring to the opera- 
tion of the business the collective 
judgment of its trust committee, 
but the probabilities are that 
liquidation is not far distant and 
the sooner it can be accomplished 
the greater will be the prob- 
ability of realizing something 
of the real value of the 
business. 


CAN there be any greater relief 

than finding in the admin- 
istration of the estate that the 
value of the business has been 
fixed, or a ready means of 
determining its value has been 
previously agreed upon? Can 
there be any more satisfactory 
discovery than to find that in- 
stead of trying to operate the 
business, or to liquidate it, a 
purchaser has already been 
made to hand, able to pay a 
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substantial part, if not all, of the pur- 
chase price in cash? 

From this standpoint the trust de- 
partment can well afford to encourage 
business life insurance trusts. The 
saving of the time of the officers of the 
trust department who would neces- 
sarily be closely in charge of operating 
a business, or who would be at the 
elbow of the auctioneer as the stock of 
goods was sacrificed, or who would 
visit the closed store while prospective 
purchasers ran down the value of the 
goods and fixtures, would be worth 


many times over all the care the busi- 
ness insurance trust requires. 

Of course, the particular trust de- 
partment that is called upon to act as 
trustee under the life insurance trust 
agreement may not have the oppor- 
tunity to handle the proceeds of the 
life insurance, but to some poor exec- 
utor this money for the purchase of a 
business on an agreed basis will come 
as a godsend. It behooves all of us, 
for the benefit of the fraternity if for 
no other reason, to do all we can to 
popularize life insurance trusts. Un- 
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doubtedly as this form of life insur- 
ance goes on down the ladder of the 
years and gathers about itself some 
real tables of statistics, it will be found 
of itself to have a greater appeal than 
it enjoys now, but in the eyes of the 
prospective executor, next to the use 
of insurance to provide cash for ad- 
ministrative purposes, nothing could 
be more attractive than an assured 
purchaser of the deceased’s business at 
an assured value and on assured terms, 
a large part of the purchase readily 
payable in cash. 


© J hose Tracers of Collection Items 


FEW years ago the writer had 
A something to say about tracing 
collection items. At that time 

we visualized the fate of the ordinary 
tracer card so commonly used by 
banks all over the country. And the 
ultimate destination as we then saw it 
was the capacious waste paper basket. 
Why this apparent indifference ex- 
hibited by one bank towards another 
with respect to reporting on collections? 
It is not easy to explain. Certainly the 
spirit of co-operation has not reached 
the vanishing point, but some tangible 
reason must be advanced for the many 
flagrant examples of utter disregard 
for “‘tracers.”” That we ourselves do 
not bear the distinction of being 
alone in our observations is attested 
by the form of tracer, illustrated 
herewith, received from the South 
Carolina National Bank of Charles- 
ton. Could any recipient of such 
a request possibly ignore the con- 
tents? It seems unlikely. It im- 
pressed us so forcibly that reply was 
made by special letter instead of the 
stereotyped habit of noting reply on 
the form itself and returning it. This 
form fairly shouts for an answer to the 
questions. Note the suggestive import 
of the various question marks. If you 
have ever traced an item three times 
you will appreciate the true significance 
of their positions. At first, the usual 
query ““What has been done with the 
item,”” and then a little submissive 
feeler, in the fear that perhaps your 
letter went astray and you have no 
right to impose expenditure of postage 
by an innocent party, “‘Please help us 
to dispose of this matter.” But when 
the third inquiry goes out to the rescue 
of its predecessors, there is a distinctly 
altered note. Not casual, nor sub- 
missive. It is insistent, challenging 
attention. “WE WANT TO KNOW. 
A REPLY IS NECESSARY.” All 
this, I say, is suggested by the placing 
of the question marks, and tells as 
plainly as the written word that the 


cy N. W. Kindgren 


Merchants National Bank, St. Paul 


author of the form has had experience 
tracing items where the results were 


negligible. 
What is the reason? Oh, we know 
of some. The desire to save unneces- 


sary outlay of postage is one we are 
sure. Here is proof for those who want 
to be shown. “If you want a report 
on this item every once in a while, 
send us about a dozen postage stamps,” 
was the facetious reply we received 
from one bank. And the report we 
sought was strangely missing although 
it could just as well have been in- 
corporated without additional expense. 

Another reason no doubt is that the 
banker intends to interview the drawee 
whom he expects to meet on the way 
to lunch, at the picture house in the 
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Dear 
The following papers sent you for collection remain OUTSTANDING at this date. An 
immediate report on same will oblige. Yours truly, 
Tue Soutm Casourna Natiowat Bank. 
Letter | Number PAYER Date Due AMOUNT 
~ 
25100 \p\B Le. Mase @| 5 | As 35 
We want Please feply to first|Rracer|so we 9 
know, please will not [have to an) with a 
N. B.—Correspondents are not authorieed to hold papers for convenience of payers but are 
ur to return immediately all dishonored collections and all papers not paid when 





due unless otherwise instructed. 








evening, or at the meeting of the town 
board on the following day. He does 
not meet him, or else relegates the 
question in favor of weather discus- 
sions and stock market gossip, and as 
time goes on, the tracer card becomes 
submerged under a litter of bond cir- 
culars and poultry journals. 

It is our opinion that the necessity 
of tracing could be eliminated at least 
50 per cent if all banks would reli- 
giously adhere to the practice of treat- 
ing collection items according to their 
terms. A note due on a certain day 
should be returned if unpaid at matur- 
ity even though the maker says it will 
be paid “‘next week” or “‘soon.” If the 
original promise of payment cannot be 
carried out, it rarely follows that sub- 
sequent promises are executed. Sight 
drafts should be returned if unpaid on 
presentation. We have had some 
returned all the way up to five years 
after they were sent out. What hap- 
pened to the tracers on such items? 
Listen. Somewhere is a cardboard box 
containing a record marked “No 
returns.” And this box was made 
from the paper on which was printed 
a request for report, another request 
for return, and duplicates without 
number. 

Bill of lading drafts should be re- 
ported on according to their special 
terms. If drawn “on arrival of car,” 
the sending bank should be advised if 
held for arrival, and if unpaid after 
arrival. The incidental expense can 
nearly always be recovered, as very 
few of this class of items are unpaid, 
and fee can be deducted when remit- 
ting or collected from drawee on pay- 
ment. 

What about the item that brought 
the interesting tracer to us from the 
South Carolina National Bank? It 
was paid and our remittance letter 
“‘crossed”’ the tracer in the mails. But 
who would dare, even so, to ignore a 
request that carries such a convincing 
note of insistence? 
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The architect's perspective drawing 
of the new building of the First 
National Bank in Atlanta 





Courtesy Colorado Fuel and Iron Company 


Where Colorado's sunlight plays on these ‘‘soaking pit’’ workers. 
It is here that the ingots are reheated before carried by a giant 
crane to the first rolling operation 
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This building, whicr 
houses the Banque Na- 
tionale de Credit, is one 
of many ultra-modern 
structures replacing the 
old-fashioned ones in 
Paris, especially on the 
boulevards. The removal 
of the tax on windows 
has given impetus to 
modern construction 


© International 





























HS BCLEARING HOUSE Twenty-five 




















2 + amera 


























© International 


An excellent front view showing the 
full facade of the handsome new 
Bank of England in the heart of 
She has been delivering London’s financial center 
their monthly pay- 
checks to the Presidents 
of the United States ever 
since Theodore Roosevelt 
first took office—Miss 
Kate Shea, messenger in 
the office of W. O. Woods, 
Treasurer,inWashington, 
Eachcheckisthemonthly 
stipend at $75,000 a year 


tonal © Keystone 








Courtesy Colorado Fuel and Iron Company 





Nocturne—of the huge furnaces insatiable (in normal times) 
for more ore and flux to transmute intoiron. ‘‘They blink their 
messages of hunger and have to be fed into the still of night”’ 
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Cf )aily Comes ‘The Pink Sheet’’ 





Bulletin.” But everybody 

calls it “The Pink Sheet.” 
However you choose to name 
it, this is the daily house organ 
of the Harris Trust and Savings 
Bank, Chicago. It costs farlessto 
publish than would a weekly or 
monthly house organ. It is 
much more thoroughly read. 
And it has half a dozen advan- 
tages over the more conventional 
house organ. 

The pink sheet had its start 
several years ago when some- 
body noticed that bulletin an- 
nouncements of important sort 
were being put out by this or 
that department of the bank 
every day —sometimes two or 
three of them in a single day. 
Every large bank has to get | 
out frequent bulletins on such | 
typical problems as announcing 
the new address of an office 
in another city; announcing a promo- 
tion; broadcasting the mislaying of a 
mail deposit which was addressed to 
an individual who was out of town; 
changing a telephone number on the 
inside dial system; and so on. Such 
bulletins at Harris Trust were ordinarily 
sent to everybody in the bank and 
every outside representative, on the 
play-it-safe ground that nobody could 
tell exactly which members of the 
organization need to know each set 
of facts. 

Frequently it developed, as it always 
does, that someone who should have 
read a bulletin had missed it. And the 
man who had the original idea for a 
house organ just naturally disliked 
seeing so much blank paper space going 
to waste on each bulletin. For his job 
in the bank included responsibility for 
personnel work, and he felt a real need 
for some medium that would make the 
employees more of a cohesive staff than 
simply an aggregation of people who 
happened to work for one bank. 

What happened was that thereafter 
all bulletins were turned over to the 
personnel department. No matter 
what officer or department head has 
an announcement for general distribu- 
tion to the employees, his responsi- 
bility ceases when he has put his 
message into the personnel depart- 
ment. The personnel manager assumes 
responsibility for placing a copy of that 
bulletin on the desk of every Chicago 


|: official title is ‘The Bank 





THE BANK BULLETIN July 8.193}, 





Statistacian J. R. W. hes been compiling some savings figures from 
recently published statements of the half-dozen largest loop 
banks. Notice that the period studied is the six months of 
1931 ending June 30. 





Bank 12-1-30 6-31-31 Increase t 
Northern Trust 14,460,000 17,207,000 2,747,000 17,52 
First Union Tr. 

& Sav. combined 
with deposits of 
Foreman St.Tr.& Sav.130,417,000 151,812,000 21,395,000 16,41 
Harris Tr. & Sav. 9,330,000 10,654,000 1,324,000 14.19 
Continental Illinois 135,541,000 153,269,000 17,728,000 13.07 
Central Trust Co. 15,052,000 16,568,000 1,516,000 10,07 


National Republic 13,832,000 13,966,000 134,000 +91 

Gertrude Runyon stopped in on Tuesday long enough to tell us what she is 
doing. Since the days when Gertrude filed checks in the 
Statement Department, she has won her Bachelor's Degree and has 
done some study toward a Master's. She is on-the Social 
Service Staff of the Inetitute for Juvenile Research; working 
hard and enjoying every minute of it. 


July 13 is really going to be an unlucky day for a few people if they 
don't watch out! First rounds in men's tennis teurnament mst 
be played ofi by Monday, July 13; let procrastinators beware! 


Have you noticed with what an intent look Jim Jitherell has been going 
about his work of late? Have you noticed the savings production 
bulletins which have been circulating? Put two and two together 
and deduce that Jim is responsible for managing the July i-to- 
July 15 savings campaign which is well under way. These 
campaigners have produced more than $1000 each: ¥m, Froembgen, 
J. R. Webster, Marie Herzog, H. F Weiler. 


An article in a recent Bell Telephone News talks about the Big Job. sSoes 


also sent daily to every officer 
or employee who is absent on 
account of illness. 

Besides its function of making 
formal announcements that 
would otherwise have to be 
bulletined separately, the pink 
sheet does several other impor- 
tant jobs. Despite its beginnings, 
it is now considered primarily 
as of value in building organiza- 
tion morale. Every issue con- 
tains some personals, on the 
time-honored and time-proved 
theory that people like to see 
their names in print. This 


on to explain that good service by ‘phone is "personalized" 
service. "The Big Job involves an appreciation of the 


customer's viewpoint. We are performing a part of it when ve 


conduct a contact with a customer in a courteous, business-like 


manner. But we are not performing the complete job unless we 
accurately determine the customer's needs and satisfy them in 


an unroutine manner - with the thoroughness and enthusiasm with 


Which one grants a favor to a friend.* 


We like the idea of answering the telephone with "enthusiesm* 
Sounds as if it might work. 





By 


Arthur Van Vlissingen, Jr. 


employee next morning before the 
bank opens. And the personnel man- 
ager also sends out on the same sheet 
anything else that seems worth men- 
tioning that day. This involves the 
same motions as getting out an an- 
nouncement bulletin, and costs the 
bank nothing extra. 


FOR a long while the job was handled 

every day by the director of personnel 
work among women, Mary A. Kennedy. 
She allowed an hour each afternoon for 
handling the day’s bulletins and news, 
which were roughly typed and turned 
over to a stenographer who types a 
mimeograph stencil. A boy runs it off 
on the mimeograph in fifteen minutes 
or so, and the 700 copies are turned 
over to the inter-office mail distribu- 
tion. They are distributed on the first 
trip next morning, before the bank 
opens. A copy is placed on the desk of 
each officer and employee, and copies 
are sent to each branch office and to 
each outside employee along with the 
rest of his mail. Proof of the general 
interest in the publication is that every 
day one or two complaints are received 
from people outside the Chicago bank 
because they have missed a copy. It is 


ordinarily resolves itself into a 
daily task of selecting which 
personals to run, for there is 


to fill the sheet after the other 


taken care of. Also, the paper 





good joke daily, or failing this, | 


room for only enough of these | 


and more immediate tasks are | 


has a policy of publishing one | 


be 


something else that will bring a smile. f 
In consequence of the inherent inter- 7 


est in personal items and jokes, every- 
body reads the pink sheet. 


Far fewer ” 


complaints now arise because someone | 
has missed an important announce- | 


ment. 
gets exactly the same typographical 
presentation —one paragraph, with the 
first ten type characters projecting 
into the left-hand margin —and since 


Since every item in the paper | 


Cui! 


it has a fixed policy of starting each © 


item out interestingly, officers and em- 
ployees have to read every paragraph 
to make sure they do not miss a good 
joke or an interesting item about a 
friend in the bank. 

The paper has two editors now, but 
not simultaneously. Miss Kennedy 
gets it out for two weeks, then turns 
over the job for the next two weeks to 
her assistant, Miss Marion L. Hanna. 
Anyone who undertakes such a job 300 
days a year has taken on something, 
for turning out 450 words in breezy, 
interesting style even on days when 
there are no announcements and no 
news is a real chore. But the girls 
manage the jobin an houraday. The 
editor adds her initials to each issue 
that she gets out. 

The paper stock is a cheap grade of 
duplicating paper, bright pink. The 
stencils are cut with the personnel de- 
partment stenographer’s typewriter. 
The only effort to dress it up beyond 


the plainest form is when one of the | 


di hinhbed A Da wlan coe aee 


Beale atte 


GHs CLEARING HOUSE Twenty-seven 


- 








fficer 
nt on 

aking 

that 
Oo be 

pink 
npor- 
lings, 
larily 
iniza- - 
- con- 
to in 1928-—True today 
roved 
o see 

This 
nto a “Business is as old, complicated and changing as human civilization, and 
which now almost every branch of it is rapidly becoming a world-wide affair. 
re is ‘ sig ; 

these The very best business man, with the fullest possible information at hand 

other and wide experience to guide him, finds himself constantly puzzled as to 
a what tomorrow will bring forth. In neither Wall Street, the comings and 
paper vie 
> cain goings of the Napoleons of finance, the call-money rate, the pig-iron out- 
“this, put, nor any of the dozen other indices is the secret of tomorrow’s security 
smile. F prices legible. Here, as elsewhere, painfully acquired knowledge is the 
inter- only royal road to power; and while economics has learned considerable 
very- Ai ; , , 
Same about the fundamental characteristics of the world’s business, there is a 
1eone sound basis for surmising that a true, simple, automatic and unfailing 
unce- | formula for foretellimg our ever-changing business conditions will be con- 
a temporaneous only with synthetic gold, the philosopher’s stone, and 
h the perpetual motion. A BA Journal—October, 1928 
cting 

since 

each ‘ , ° ‘ , 
“pee OR thirty years, Moody's Investors problem— is available for the guidance 

h & , : 

ond t Service has championed the cause of your bond account through Moody’s 


ut a of “knowledge” against that of ‘a true, Supervisory Service. It will keep your 


at simple, automatic, and unfailing formula” bond account in good financial health, 
nedy 


turns || in the management of investment ac- just as it has served as a medium of 
ks to ‘s 
anna. counts. Recent events have served only __ protection and profit for the accounts of 


i to vindicate that belief. Knowledge— hundreds of banks and trust companies 


— personally applied to your bank’s specific through these past uncertain months. 
d no 
girls 


The MOODY'S INVESTORS SERVICE 


issue 
JOHN MOODY, President 
de of 


ba 65 BROADWAY NEW YORK CITY 
21 de- 
Titer. BRANCH OFFICES IN ALL PRINCIPAL CITIES 
yond | 

f the | 





In writing to advertisers please mention The Burroughs Clearing House 





Twenty-eight 


editors occasionally draws a tiny car- 
toon for the top of the page. Rarely 
does the pink sheet cover more than 
one side of the paper. Perhaps twice a 
year, when some item deserves extra- 
ordinary attention, there comes out an 
“Extra,” which is merely the paper 
printed on both sides. 

Some of the editorial policies are 
worth any house organ editor’s atten- 
tion, whether his paper comes out 
weekly or monthly or daily. One of 
these is that no general financial news 
is published. A German moratorium, 
a Brazilian default, the failure of two 
dozen outlying banks in Chicago —all 
this receives never a mention. The 
reasoning behind this is that those 
clerks who are at all interested will 
follow such news in the daily papers; 
that most clerks are not interested in 
such facts, and therefore their interest 
in the bank paper would be diluted; 
and that the officers already know a 
great deal more about these develop- 
ments than the editors of the pink 
sheet. Buta financial page story about 
the Harris Trust will always be ex- 
cerpted and reprinted. 

The editorial policy might be briefly 
stated as the greatest good to the 
greatest number. An occasional item 
calls attention to a remarkable exhibi- 
tion of Rembrandt etchings now on 


exhibition at the Art Institute, or 
urges people to inspect the new Board 
of Trade Building or not to miss the 
Shedd Aquarium and the Adler Plane- 
tarium. If Northwestern University is 
offering a short summer course of 
evening classes in banking subjects of 
general value, it is entirely within the 
scope of the pink sheet to go into this 
subject and try to make it look inter- 
esting enough to attract a few of the 
Harris employees. Any public educa- 
tional or artistic opportunity is worth 
attention, because it will broaden those 
Harris people who take advantage of it. 

At the same time, the paper carries 
no advertising either free or paid. No 
pressure is allowed from customers to 
crowd into “The Bank Bulletin’ any 
items which are of no special interest 
to Harris officers and employees. If, 
for instance, a customer who is a retail 
clothier wanted the sheet to announce 
that he had some great values in men’s 
suits, it would be rejected. But if this 
same clothier, even though he were not 
a customer, announced a flat discount 
of 10 per cent to all Harris employees 
buying for their personal use, it would 
probably be printed. Each item is 
looked at from the employees’ point of 
view. If there is a special offering of 
special benefit to the bank’s people, it 
passes the test of, ““What are we gain- 
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ing for our people by putting this in?” 

All death notices are played down to 
a minimum, because magnifying them 
merely harrows the feelings of that 
many more readers. Good news gets 
more space, even though it is intrinsi- 
cally of less interest. And of course the 
serious announcements, which were the 
paper’s original reason for existence, 
are given whatever space they require. 

A typical issue, that of July 3, 1931, 
contains seven paragraphs. The first 
lists seven new profit sharers, which 
serves the double purpose of printing 
several names and reminding employees 
of this opportunity in the bank’s em- 
ploy. Next an announcement by the 
cashier about the private wire to Chase 
Harris Forbes Corporation at New 
York. Then a warning to avoid ex- 
cessive sunburn. An item about entries 
for the Men’s Golf Tournament. A 
paragraph about an employee’s vaca- 
tion. A telephone number change 
bulletin. A longish story about a 
luncheon for an old employee. 

The private wire item, the golf item, 
the telephone item—each of these 
would have required a special bulletin 
if the pink sheet were not published. 
The other four items are good per- 
sonnel work. 
which its sponsors can truly claim that 
it saves the bank money. 


“Cp hat’s the Limit of Bank Service? 


each day, that a bank must meet 

competition by increasing its serv- 
ice facilities. Intelligent customers 
now demand services, usually con- 
sidered to be outside of a bank’s regu- 
lar function. What factors are re- 
sponsible for this broadened field of 
institutional service? How are we to 
meet this growing need profitably? 
What is the accepted limit of a bank’s 
service? 

These are questions which the 
banker will have to face squarely in the 
next five years. The multiplicity of 
problems involved in their solution 
will have to be given careful considera- 
tion and the sooner a banker realizes 
the importance of these extraneous 
services, the more fortunate he will 
be in the competitive scramble now 
arising. 

The history of America can be written 
from the annals of banking. Retaining 
something of ancient Continental cus- 
toms, it has grown into a system dis- 
tinctly American, in theory and in 
practice. Under the influences of 
progressive competition, the original 
practice of banking characterized by 
its conservativeness and responsibility, 
has sometimes been forsaken for the 


| is becoming more and more obvious 


cBy William J. Large 


Special Examiner for the Comptroller 
of the Currency 


highly questionable practice of specula- 
tive profits. But the theory of banking, 
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that of providing the public with 
sound, intelligent financial services, 
has always been the ideal of repre- 
sentative American bankers. 

Banking, as America developed it, 
arose from the needs of small frontier 
settlements for a safe, dependable 
depository. The frontier banker needed 
little more than a reputable character, 
a quick eye and a steady, unwavering 
gun hand. His service to the com- 
munity ended with his reputation to 
safeguard funds against desperadoes. 
With the growth of settlements and 
the launching of new enterprises, came 
the need for capital and financing. 
The highly developed state. of our 
national industries is a tribute to the 
efficient manner in which banks met 
this need. The frontier banker also 
developed. He grew into a specialized 
financial advisor; his keen judgment 
sensed the moral responsibility of his 
customers, thus assuring the safety of 
his loans; he became the guide and 
friend of organized business. 

Within the last fifteen years, evi- 
dences of new services, apart from the 
regular facilities provided by a bank, 
appeared. Bankers began to give in- 
formation remotely, if at all, connected 
with the regular practice of finance. 


(Continued on page 32) 
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HOLD-UPS... 





BANDITS pay more attention to their get- 
away than any other phase of their attack. 
And Diebold-Lake Erie Tear 
Gas Systems ruin their chances of 
escape. The tear gas gets into their 
eyes, smarts, starts a flow of tears that 
reduces the bandits to helplessness . . . 
drives them out of the bank . . . makes 
them easy subjects for police attention. 

That is why a bank equipped with 
this modern form of protection safe- 
guards itself not only against hold-ups, 
but against the planning of them as well. 
Insurance rates are reduced 25%. The 
Diebold-Lake Erie Tear Gas sign notifies the bandit 
of what is in store for him. And detours him! 

But bandits will be bandits. And some will 
even dare tear gas—though never successfully. To 
provide absolute protection against the possible 
loss of money in the confusion that follows even 
an unsuccessful hold-up, Diebold has developed 
The Teller’s Safety Locker. 

Cash for ordinary business transactions is kept 
in the cash troughs in the counter. Excess funds 
are dropped into the locker beneath. The Locker 
furnishes each teller with protection suited to his 


DIEKBOLD 


SAFE 
Over 


responsibility. It establishes a system for the handling 


of money that eliminates all chances of error and 


mysterious disappearance. It is particularly effec- 
tive with the Tear Gas System, locking when the gas 
is released and protecting all cash in it. 

Diebold furnishes complete twenty-four-hour pro- 
tection for banks — against banditry and burglary. 
Service is available at any point in the United States 
within 24 hours. In metropolitan areas, immediately. 

Investigate Diebold modern methods of bank pro- 
tection. Write for information to the makers of the 
famous Diebold Vaults and Vault Doors for banks. 


AND LOCK COMPANY, CANTON, OHIO 


seventy years of bank service 
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G fre Case for Conservation 


* 


VERY so often, someone rises to 
offer a panacea to a suffering 
world. It is probably safe to say 

that seldom, if ever, are these unmiti- 
gated blessings. 

In the realm of finance many devel- 
opments have taken place. 

The building and loan 
association when first intro- 
duced was acclaimed as a 
new form of investment 
with almost magic flavor. 
Installment buying with its 
vast credit ramifications; 
collateral real estate mort- 
gage bonds were greeted 
similarly. 

And in almost every case, 
the result has been a direct 
reflection of the one vital 
factor —management. 

At a time when everyone 
seemed to be playing the 
stock market, when even 
your laundress spoke wist- 
- fully of her neighbor who 
“cleaned up,” trust com- 
pany officials were most 
frequently questioned by 
restless clients who won- 
dered why the trust company 
could not make investments 
in common stocks which 
might yield for estates more 
than a conservative return. 

Among the more recent inquiries 
of this kind received by a large mid- 
western trust company was one from 
a rising young attorney. This was be- 
fore the market crash. 

He suggested that “the machinery 
which the bank possesses for following 
corporate securities should be adapt- 
able to appraisal of common stock in- 
vestments.” 

The trust investment officer of that 
bank thought long on his reply. 

“The fundamental idea back of the 
management of estates and trust funds 
by trust companies has been the con- 
servation of wealth already accumu- 
lated, rather than the creation of 
wealth,” he finally wrote. ‘Almost 
without exception, those who create 
trusts under which full responsibility 
for investments falls upon the trustee 
after the death of the creator of the 
trust, do so with the expectation that 
the trustee’s policies will be governed 
by this principle of conservation. 


cBy W. J. Irving 














“There are three considerations a 
trust company should have clearly in 
mind in contemplating such a change 
in its trust investment policy: 

(1) The belief that the principle of 
conservation is sound. 

(2) The current level of stock prices. 

(3) The probability that it would 
pick the wrong stocks. 


“TN the enthusiasm of a bull market, 

people are likely to under-estimate 
the chances of failure in attempting to 
purchase stocks which will enhance 
in value. 

“Again, it has been suggested that 
the trustee in purchasing stocks, should 
safeguard itself by absolute guarantees 
from the parties interested against the 
results of mistaken judgment. 

“It is practically impossible to get 
this absolute protection, except in re- 
spect to revocable ‘living trusts.’ Dur- 
ing the lifetime of the donor, he can, 
of course, control investments and by 


» 


revocation and addition, shift them 
about as he may see fit. 

“I believe the average trust client 
expects the trustee to make conserva- 
tive investments and to turn over to 


= 
re 
i 

eed 


F 


r 


Ea 
ih 
§ 
7 
i 


his heirs sound assets, which they © 


form as they might see fit. 
It seems clear that clients 
expect us to adhere to a 
conservative policy. Few 
seek to stipulate what forms 
of investment the trustee 
should select. 


in the handling of thousands 
of estates and millions of 


and bad over a great many 


ment policy. 
will not sit on a board and 


in speculative issues. 
“But lest ultra-conserv- 
atism blind us to the possi- 


to conduct a laboratory test. 
It promoted a_ theoretical 
investment trust and in- 
structed its security analyst 
to invest ‘$2,000,000 on 
paper’ to the best of his and the in- 
vestment committee’s ability. The 
result was a further vindication of our 
trust investment policy. The returns 
of this investment experiment were 
not sufficiently higher to justify the 
greater risk.” 

The trust officer of another large 
bank says this: 

“One of the misfortunes of life is the 
bad habit which our mistakes, however 
occasional they may be, have of rising 
up to plague and irritate us. Our good 
work, on the other hand, is taken as a 
matter of course. It would seem that 
this rule is emphasized in the estates 
department of a bank. Our care and 


prudence in conserving the principal | 


of a trust and making it yield adequate 
income, pass, as arule, unnoticed. This 
is right enough, perhaps, for it is 
exactly what we are here for. But 
when our conservatism impels us to 
sell a common stock and reinvest in 
mortgages or bonds, and we don’t get 


would then be free to trans- ~ 


“Certainly, ourexperience © 


dollars, through good times | 
years, indicates that this is — 
no time for the corporate ~ 
trustee to change its invest- ~ 
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the very top marke! pr ce, that is held 
to be an error of judi. ment and it goes 
bounding and reveri vruling down the 
corridors of time. 

“These words a:° intended to pave 
the way for the recital of a little epi- 
sode. Perhaps it is in point; perhaps 
not. Anyway, it is illustrative of what 
we are constantly striving to do in the 
estates department. 

“The other day there came into my 
office a middle-aged lady who had 
created a living trust with the modest 
fortune she had inherited from her 
husband. 

“She was considerably agitated be- 
cause of statements made to her by 
two of her friends reflecting on trust 
company management of estates. In 
fact, she came in with the idea that 
she might close her trust. Upon cross- 
examination it developed that the 
criticisms in question were these: 

“‘In one case, the trust company had 
sold stock that subsequently moved 
considerably higher; in the other, we 
had suggested such a sale and the 
donor had refused to approve. In both 
cases the present market value of the 
stock is considerably lower than the 
price at which the sale was suggested. 

“I said to her frankly that neither 
the trust company nor any other bank 
or group of men in the world can ex- 
pect never to make a mistake. No 





one is omniscient. But the records will 
show that 99 per cent of our alleged 
errors are due to our conservative 
ideas as to preferring fixed investments 
to those having speculative features. 

“I then sent for the record of her 
own trust and this is what I found. 
Her inheritance was practically all in 
the form of stock in one large indus- 
trial corporation. At the suggestion 
of her family and with the approval of 
her attorney, she had created the living 
trust. About that time the bull mar- 
ket was under a full head of steam and 
her stocks began to soar. Soon, she 
was what the average person would 
call wealthy —on paper. At the then 
market price her stock would produce 
an income of about 2 per cent. 

“With so many eggs in one basket, 
we urged her to sell and invest her 
capital in mortgages and a diversified 
list of bonds. Rather reluctantly, she 
agreed to such a program and the stock 
was sold at prices well toward the top, 
all except a final 200 shares. We had 
an order in to sell half of this at within 
a few points of the absolute top, when 
she called up an officer of the company 
who advised her to hold on. Therefore, 
she required us to cancel the order. 

**So, when she came in the only stock 
in her trust was the 200 share lot in 
question. The balance of her prop- 
erty was composed of a number of 
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sound bonds and a round lot of 6 per 3 
None | 


cent mortgage participations. 
of these securities was in default and 


they could be sold today for more . 


than they cost. The average return 
was around 51% per cent. 

*“‘After we had gone over her invest- 
ments, item by item, and she came to 
realize that her present income is ma- 
terially more than she is accustomed 
to spend and that the stock we sold 
could be bought back today for about 
half what we received for it, she seemed 
to get the picture in its true light. 

‘Perhaps there is not a trust in the 
bank that has received more successful 
handling than this one, and yet it had 
to be this particular beneficiary who 
became disturbed because of some 
alleged error of judgment which some- 
one else had related to her. 

“There were tears in her eyes when 
she came into the bank and there were 
tears in her eyes when she left. But 
they were not the same kind of tears. 
She left looking as if the burdens of a 
lifetime had been lifted from her shoul- 
ders, for I think she finally realized 
that her financial worries are ended 
and her economic burdens transferred 
to those who are equipped to bear 
them by a lifetime of training and 
experience. 

“In the light of happenings in the 
stock market, I rest our case.” 


What's the Limit of Bank Service ? 


It was not until the last two or three 
years that this service became tangible 
enough to explain in terms of dollars 
and cents, as a profitable department 
of a bank. 

This new public service developed 
from the fact that business was 
often confronted with problems that 
crippled entire communities. When 
such conditions arose, men were unable 
to meet their obligations to a bank, 
with the result that assets were fre- 
quently frozen beyond recapture. Out 
of this fact arose the realization, a 
realization that has not yet been com- 
pletely grasped by the majority of the 
banking element, that a bank must 
preserve the community if it is to 
prosper and exist. This proposition 
looks simple enough in print, but like 
many other simple things, its sim- 
plicity makes it difficult to recognize. 

While most bankers will agree that 
a bank’s progress is dependent upon 
its community, few bankers actually 
furnish definite aid for the develop- 
ment of their community. Most of 
our bank failures have occurred in 
small towns in the West. These banks 
were operating profitably and their 
failure is attributable only to the fact 


(Continued from page 28) 


that the town’s resources had been 
depressed. The community having 
failed, the bank, whose existence de- 
pended solely upon the community, 
followed the inevitable. 

Enterprising financial institutions, 
seeing in these disasters a _ virtual 
“handwriting on the wall,” have de- 
veloped services to meet this condition 
and the time will come when every 
bank will have to adopt similar steps 
or fall before the measured march of 
vicious business cycles. The banker 
of the not-too-far-distant future will 
have to be more than a financial 
advisor. He will know the intricacies 
of developing enterprises, he will be a 
salesmanager, an advertising consult- 
ant and a promotion expert. 


I DO not mean to say that he will 

have to have actual experience along 
these lines in businesses other than 
banking, but his judgment and his 
experience will have to be broad enough 
to understand the value of these sub- 
jects and their relation to his com- 
munity. He will have to provide 
sound advice for the promotion of 
business and the stimulation of trade 
in the areas served by his bank. 


There is, of course, no set policy, 
other than public service, which the 
banker can follow in providing these 
extraneous services. But some idea 
of the general nature of these services 
can be gleaned from the fact that 
primarily its purpose is to create 
communal good will and provide local 
business with the necessary stimulation 
and aid forimprovement and expansion. 

In Buffalo, New York, for instance, 
a group of local men obtained the 
services of a bank in drawing out-of- 
town industries. This bank did not 
actually bring the industries into the 
town, but by assisting in securing 
information from other cities as to 
comparative advantages of location 
and by advertising in industrial centers 
where prospects were likely to observe 
the advantages, secured the desired 
results. 

Such services need not necessarily be 
confined to customers of the bank. 
As long as the community benefits 
from these services, it hardly makes 
much difference who takes advantage 
of them. In a rural New York com- 


munity, a small bank increased its 
deposits considerably by recommend- 
bidders, 
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Credit—the Foundation © yin 


of Business ) meet 
» detri 


By Christopher N. Arnold T 
corp 
pred 
will 
. Sure 
HE word credit is derived from the | ooy; 
Latin ‘“‘credere”’, meaning to believe ties. 
or trust. Therefore, a proper definition the 
for credit is confidence —confidence | ¢ha 
in honesty and ability to carry out | pe _ 
obligations. Such a standpoint would © oy , 
bring us to a realization of the value the 
of credit, proving Cert 
that it is priceless; | pett 
something to be 
zealously guarded © ayt 
and upheld in all © tan 
one’s transactions T 
with his fellow 
men. 
When _ business 
or commerce was sale 
first established it to s 
was based on the ba 
MR. ARNOLD barter or exchange gra 
of merchandise. ton 
Later someone had acquired a surplus |) me 
of certain articles and turned over this qui 
surplus to others to sell and pay for as far 
sold. Thus was commenced credit bu 
until today approximately 60 per cent © ho 
of the retail and 95 per cent of the dir 
wholesale business of the world of 7 
commerce and industry is based on § the 
credit. It would be impossible to gro 
carry on but a tithe of the present day the 
business by cash transactions, using sto 
what actual money there is in circula- be 
tion; hence there has come into use the 
certain legalized credit instruments, 
such as checks, drafts, acceptances, 
notes, stock certificates, bonds, mort- ho 
gages, etc. 

Credit is the privilege of using other 
people’s money, such credit being 
secured through the banks which are 
the depositaries of the people’s funds. 
This credit is granted to the borrower in 
most cases on the strength of his finan- 
cial statement. Many states have 
laws governing these statements, and 
loans obtained through a fraudulent 
statement land the borrower in prison. 
Some of the smaller banks make loans 
to individuals personally known to the 
banker on strength of character alone. 
The borrower who commands char- 
acter, ability and some capital can 
always obtain credit at the market 
rate of interest which fluctuates with 
changing conditions. 

It requires time and honest effort to 
. ae build character or reputation; ability 
a ——___— is a gift to some and must be earned by 
of us Kall ed ints © “Ey eae others; and capital is inherited or must 

: . . be earned and saved until required. 

9 ehaiere tent me UNION TRUST«. The borrower should see to it that 
vistas in the largest single CLEVELAND after credit is granted him, he meets 
banking room in the world— Resources over $300,000,000 his obligations promptly, nt Ae 0 
| let them run past due a single day 








Cashier, National White River Bank, 
Bethel, Vermont 
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without special permission. Laxity in 


This is an age of mergers, of immense 


| corporations, of chain stcres; some 


predict all the small independent stores 
will be replaced by these chain stores. 
Surely it is apparent that the small 
country merchant is having difficul- 


’ ties. There is a question as to where 


the fault lies. Are our country mer- 
chants composed of mediocre men to 
be pushed aside by the chain stores? 
Or does the fault lie with the people, 
the purchasers of the merchandise? 
Certainly the people do know values 
better today than ever before, due 


' partly to advertising and partly to the 


automobile. People drive long dis- 


+ tances on shopping tours now-a-days. 


The chain stores are on a cash basis 
while the country merchants continue 
to do the usual credit business. Retail 
credit is troublesome, for the whole- 


| salers must be paid or they prefer not 


to sell to these retailers. Likewise the 
banks hesitate to loan to retailers who 


| grant too much credit to their cus- 


Dt a. FF SEN 


| tomers. The day when the country 
' merchant sold the farmer all his re- 


quirements and received his pay in 
farm products, is past. The farmer 
buys considerable from the mail order 
houses and sells nearly everything 
direct today. 

We know a local man who came into 
the village and purchased from his 
grocer two dozen eggs on credit and 
then deliberately went to the chain 


» store and sold the eggs for cash. Then 
ula- | 


use | 
nts, © 


be drove to the filling station and spent 
the money for gas. That was cer- 
tainly abusing the credit privilege. 

Sales of the principal mail order 
houses and chain stores for 1929 
amounted approximately to two and 
one-half billion dollars, an increase of 


| nearly a half billion over the preceding 
| year. 


‘THis is an age of salesmanship, it 


almost seems as though there were 


| more people selling than buying. 


| 


a 
i 
a 
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Coupled with salesmanship is adver- 
tising, which is on a tremendous scale 
these days; large sums are set aside by 
corporations and in most cases wisely 
so, judging by the results. 

Then comes the installment buying 
to attract the buyer further. The un- 
wary are apt to overbuy, incurring too 
many obligations. There are many 
articles sold on the installment plan — 
the automobile, radio, electric refriger- 
ators, washing machines, and many 
others. The mail order houses do an 
extensive installment business covering 
a multitude of articles. The purchaser 
is apt to find himself so heavily involved 
he cannot meet his obligations and his 
credit is sadly impaired. No person 
should promise more than 20 per cent 
of his income towards installment 
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INSURANCE 
that is premium freel 


Important legal documents, 
check papers, and various bank 
and investment forms must be 
printed on high grade rag bond 
papers to insure the perma- 
nence and strength they require. 

By specifying Gilbert Safety 
Bond to your printer or lithog- 
rapher you.can combine the 
sturdy strength and _ perma- 
nence of a good grade of bond 
with all important protective 
features of safety. 

This insurance against pos- 
sible criminal erasure or chemi- 
cal eradication is underwritten 
free by the mill when it manu- 
factures this “Safest of Safety 
Papers.” 

Ask your printer or lithog- 
rapher for samples of Gilbert 
A Safety Bond or write to us for 
the latest specimen book of 
bank check papers. 


GILBERT 


SAFETY BOND 









GILBERT PAPER COM PANY, Menasha, Wi» 


In writing to advertisers please mention The Burroughs Clearing House 





Thirty-six 





, McBee | Hebd a , 1 | 
i bbb Le 

The fastest ledger 
built for individual accounts 





That's the new McBee No. 7....speediest posting 
binder made. All the lightning-like action of the ledger 
tray ...no posts or bars to fit into “U” punchings. 


Other fine features of the No. 7: 


—absolute security of accounts; leaves cannot 
come out. 


—light weight; a ledger easily carried from cage to 
machines to vault. 


—flexible capacity; any number of accounts securely 


bound. 


—simple mechanism; nothing to get out of order; 
easy to operate. 


—durability; all-steel construction; Fiberklad covers. 
—reasonable price; made in all sizes. 


For more information about the new 
No. 7, call your local McBee office, or 
write direct. No obligation, of course. 


M°BEE 


BINDER COMPANY 
ATHENS ...... OHIO 
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payments —neither should he enter into © 


installment buying unless he has been | 


regularly employed one year or longer. 


of a great stock market crash, people 
losing billions, partly in paper profits. 
Numerous causes for the crash have 
been attributed but the credit situ- 


| ation probably was the real cause, 


brokers’ loans having steadily risen 


| until they reached the stupendous sum 


of $6,804,000,000 as reported to the 
Federal Reserve authorities by member 
banks in New York City in October. 
Such a misuse of credit would probably 
have brought on a panic in this coun- 
try had it not been for the Federal 
Reserve System — certainly the officials 


| had foreseen the crash and had, after 
| published warnings and private in- 


spections of member banks, prepared 
for it. 
The tightest stringency in the 1929 


| credit situation came in March when 
| the call loan rate rose to 20 per cent, 
| the highest level in nine years. Time 
| money went to 914 per cent in May, 


| 
| 
| 


the highest level in more than thirty 
years. 

The Federal Reserve System in its 
desire and effort to maintain a correct 
credit situation in this period, came 
in for severe criticism, especially after 
its published warnings relative to the 
stock speculation excesses. The stock 
market reached the peak of the crash 
on October 29 when there was recorded 
sales of 16,410,000 shares. 


E are having too many failures, 
too many corporations, partner- 
ships and individuals taking advantage 
of the bankruptcy laws. There were 


i today 


dollar 


© suran 
1929 passed into history as the year | 


pillior 
) dred | 


perio 


» incre 


close to 20,000 failures in 1929 with | 


liabilities of approximately 
$650,000,000. While this is about the 
five year average, yet it is too large and 
a great detriment to credit ease. 

Failures in the New England states 
were more in 1929 than in any recent 
year, while other sections of the country 
showed improvement, or about an 
equal situation. 


During the final six months of the | 


year 1929 there was a drop of some- 


| thing over $200,000,000 in savings 


deposits, something new and unusual, 


| as savings deposits have had a re- 





markable gain in recent years. Numer- 


ous explanations have been given for 
this change. 

The gain in life insurance in the 
United States during the last seven 
years has been phenomenal. At the 
end of 1929 there was over one hun- 
dred billion dollars of life insurance in 
force, more than half of it bought in the 
last seven years. This is about 75 per 
cent of the world’s life insurance while 
this country has one-sixteenth of the 
world’s population. 

Fifty years ago bank deposits 
amounted to two billion dollars while 
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nto) today they amount to fifty billion e 
een! dollars. During that period life in- 
ger.) surance has gained from around two 
‘ear! billion dollars in force to the one hun- 
yple | dred billion dollars. During the same 
fits. — period the population of our country 


ave! increased something more than two- "| 
itu-! fold while bank deposits grew twenty- | | 
use, five times greater and life insurance 


isen fifty times greater. This speaks very | 
um well for the popularity of life insur- 
the ance and perhaps explains the drop in 
ber | savings deposits. 
ber. Not long ago, a governor of the | 
bly most populous New England state | 
un- retired from politics and joined New 
eral| England’s largest bank as a_vice- 
ials | president, while our popular New 
fter | England ex-president on retiring from 
in- _ the presidency joined one of our larg- | 
red est life insurance companies as a | 
director. However, whichever method | 
929 | the people choose for their savings, 


An 


all-weather 





| 
| 
| 
| 
| 
hen they will be just so much better off. | ° 
ent, It is not so much which road one takes | uSINeSS . /-. - 
ime — towards success; the ultimate goal is | 
= seg age ee | Any kind of weather is good security behind the security. It is 
irty eaders success anc 1, : : 
“Show me a man who saves methodi- weather hes the telephone busi a factor that appeals strongly to 
its | cally and I will point him out as a | ness. Rainy days put no damper _ the more than 600,000 American 
rect (successful man.” on calls. More and more the Telephone and Telegraph stock- 
sais American public is relying on holders. 
fter { D . the telephone. Another assurance is the careful 
osit ; 
the The Story of Sa e Vep | Today there is a Bell or Bell management of the Bell proper- 
vee By James H. Clark connecting telephone to every ties. Dividends have been paid 
wee : ; , 
; six t " 
ded FTER food, the first thing that | : persons, sig 7 “ pre any for fifty years. Sur. 
con telmiaiell tip a Maa | or every nine in . Growt plus has been invested in tele- 
elements and from his enemies was | of the telephone habit”’ is out- phone property for the protection 
res, his own body—not only while he stripping the use of all other of the service. 
ner- lived, but after his death, for he be- | forms of communication. May we send you a copy of our 
age oe p aay thy are ne sirerafese ns of | For the investor this means — booklet, ““Some Financial Facts’’? 
vere is body his future life and happiness 
vith |» were dependent. We therefore find, | . 
ely among the most primitive peoples, | BELL TELEPHONE 
the rocks and stones laid around the re- | 


and mains of the dead to shelter them from SECURI TI ES Co. Inc. 


| marauding animals and evil spirits. 




















ates Those greatest structures of the ancient 195 Broadway, New York City 

‘ent world—the pyramids—were no more 

try nor less than safe deposit vaults for the 

an mummies of the rulers of Egypt. It 

was not until 4,000 years later that the 

the | Arabs broke open the Pyramid of 

me- Khufu, the largest of them, and de- 

ings spoiled it. Three enormous blocks of NO PASTING TO DO ON 
ual, stone, with secret passages leading The “All Automatic” 
re- from one to the other, had to be 
ner- |, moved before the king’s tomb was 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


for accessible. As it was, the Arabs had 

> to break open a new entrance. It was 

the } Only recently that the tomb of King 
ven Tut-ank-hamen was uncovered and its 











the wonderful contents revealed to the ‘isicitiie 
1un- |. modern world after 4,000 years. 
e in The Egyptians had storage houses | 
the | Protected with ingenious locks and 
per 1) keys. Wealthy Romans had stone ahaimatah te BAG CO. 
: ; ew Brighton, Pa. 

hile vaults of their own, with trusted slaves 
the guarding the outside and others locked 30 Church — Es Mattes 

inside. Homer describes in the Odyssey New York City Portland, Oregon 
sits |, *% cord “‘intricately knotted’ which memes an Setters BOTTOM 
hile |) SUarded the treasure in the citadel. a as 
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This was replaced by a wooden bar 
inside the door, attached by an iron 
latch. In order to unlock it from the 
outside, a hole was bored through the 
door, which allowed a massive key to 
be inserted, lifting the bar and giving 
entrance. 

The key to the gate of a public 
building was sometimes two feet in 
length. Wecan guess something of the 
size of keys among Biblical people 
from the quotation: “ . .and the 
key of the house of David will I lay 
upon his shoulders.” 

The story of the world’s buried 
treasure is a fascinating one; a few 
chapters of it are almost enough to set 


the modern business man voyaging to 
recover it. It seems as if every vast 
treasure had been buried, and lost — 
after reading of Genseric, the Vandal, 
who sailed from Italy with five ship- 
loads of the richest loot to Carthage 
and concealed it all in a cavern which 
he could never find again; of avaricious 
King John, who searched out much of 
the Old Roman treasure in North- 
umberland and reburied it under his 
castle wall—dying with his secret; of 
Attila and the billions he stored in a 
cave in Hungary, the location of which 
he struggled in vain to tell on his death- 
bed; of the abbots of Gourdam, and of 
Avignon —of the Spaniards in South 
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There is profit for you, and con- 
venience and economy for your 
customers, in Mellon Travelers 
Cheques. The customer pays 
you only 25 cents premium per 
$100, and, to this we add another 
25 cents... making your com- 
mission on the sale 50 cents per 
$100! Mellon Travelers Cheques 
are issued in denominations of 
$10, $20, $50, $100 and $200. Be- 
cause of the world-wide stand- 
ing of the Mellon National Bank, 
they are easily negotiated in any 
country. MELLON NATIONAL 
BANK, Pittsburgh, Penna. 
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America—of Benito Bonita, Morgan 
and the other pirates ‘ 

The list is endless. 
is always the same: 
infinite secrecy are not enough to ensure 
the safety of valuables. 

Safe deposit was the sole function of 
the first banks. Wealthy feudal lords 
were unwilling to leave their treasure 
in strong rooms at home when they 
went on crusades, and they placed their 
wealth on deposit with the money 
dealers of Florence. Large sums of 
money had to be accessible, and Italy 
was the nearest “‘safe’’ point to the East. 

In England, individuals had to devise 
their own methods of protecting their 
riches till well along in the seventeenth 
century. Iron-bound chests of oak, 


hollow beams, secret rooms, pots and | 


sacks buried in the earth, all served in 
some measure. The modern safe is 
derived from the old wood-and-metal 
chest, but it has undergone so much 
experiment and improvement that no 
one inventor’s name stands out above 
the others. The greatest part of this 
effort has been put into making the 
safe fireproof. 

In America, we are still shown secret 
panels behind the wainscoting of 
Colonial houses where valuables were 
stored. Many desks had ingeniously 
concealed drawers. In the city of New 
York it was a common custom to leave 
money and valuables with tradesmen 
along the water front —saloon-keepers, 
ship chandlers, grocers, and roadhouse 
keepers, for storing in such safes as they 
had. It was, of course, very risky. 
Fire insurance did not cover securities 
or books of account. Railroad stations 


and hotels were the next to open their | 


safes to the public. Banks started a 
deposit service, but owing to the 
frequency of bank robberies, they would 


Infinite care and 
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not assume liability in the event of loss. | 


HE safe improved as the methods of 

the criminal progressed, and in direct 
response to the discovery of the “new 
and terrible implements” that robbers 
had devised. And always, whenever 
there was a wave of crime, old methods 
of protection were shown to be in- 
adequate. 

A much more cruel blow was dealt 
the hopes of the office-safe builders by 
the great New York fire of 1835. Their 
finest products, fondly termed “‘fire- 
proof,” were burst open by the heat 
and destroyed. And it was found that 
even when office safes themselves sur- 
vived the blaze, their contents would 
break into flame as soon as they were 
opened. Later the great fires in Balti- 
more, Boston, Chicago, and San Fran- 
cisco comfirmed this verdict. 

The Boston fire, however, disclosed 
an even more interesting fact. It 
proved, to the satisfaction of a great 
crowd waiting in front of it, that the 
modern type of safe deposit vault 
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» of flames. They had previously demon- 
son A 
and |~ 


\ strated that they were the “safest 
yet,” when they were introduced im- 
mediately after the Civil War. They 


| revolutionized the attitude of the banks 


toward safekeeping; they had been 
terrorized by the series of spectacular 
bank robberies in the few years before. 

From that time, safe deposit vaults 
won their way rapidly in the public 
esteem. But the battle was not over, 
though diamond-tipped drills were 
worsted by plates of ferromanganese. 
Among the ablest criminals were some 
who had made a science of their pro- 
fession. They experimented with many 
explosives, and for a time, nitro- 
glycerine seemed master of the situ- 


| ation. That was conquered byeliminat- 


ing cracks in the plates where an 
explosive could be inserted. 


ANK officials on several occasions 
were dragged out of bed and tortured 
into giving up the combinations to 
their vaults. This was successfully 
combated with the time lock. Finally 
came the electric arc light and the 


' oxyacetylene torch, the latter of which 


seemed for a time irresistible, eating 
its way through the hardesi steel. But 
alternate layers of concrete and steel 
plates have finally baffled it. 

Besides these, there have been many 
other valuable protective devices. 
Guards, of course, are in attendance 
upon the really up-to-date vaults day 
and night. But in addition, there are 
electrical protective devices with wires 
woven through the coating of concrete 
around the vault, others that cover the 
outside of the vault with a sheet of 
tinfoil, so that the touch of a hand 
outside of banking hours will set off an 
alarm at police headquarters or some 
other protective agency. Among recent 
devices may be mentioned a tube of 
mustard gas embedded in the wall of 
the vault, which will be shattered at an 
explosion, and drive away thieves with 
its fumes. 

Today, the safe deposit vault has 
reached the point where it is literally 
impregnable to the most scientific and 
experienced gang of criminals. It is 
proof against fire, theft, and earth- 
quake, as shown in San Francisco —and 
of flood and tornado as well. 

But more than all this, the safe de- 
posit vault is a system. Its guardians 
have become thoroughly acquainted 
with the tricks of memory that the 
human mind plays on itself, and they 
have worked out systems that are as 
nearly infallible as can be imagined. 

For example, if someone drops a bond 
in the coupon room of a well-regulated 
vault, it can not be picked up by the 
next customer who comes in. There is 
a system of locking which provides 
that an attendant will be the next to 
enter, and he will look over the room 


thoroughly 
else. 

There is no likelihood of the wrong 
person getting access to a box. There 
are a number of systems to prevent 
this. One is a card system, where sig- 
natures are recorded. With this, as a 
rule, there is some password which is 
given to the customer when he first 
rents his -box. Of course personal 
identification plays a large part. In 
any event, the bank is always on the 
watch to protect the interests of its 
patrons and its own good name. 

Still, there come disturbing times. A 
safe deposit patron discovered, much 
to his perturbation, that five bonds 


before admitting anyone 


Thirty-nine 


valued at a thousand dollars each had 
disappeared from his safe deposit box. 
Careful investigation was made, but 
no clue to their discovery was found. 
Some months later, a dividend check 
suddenly reminded the customer that 
he had taken these stocks to his 
broker to sell, and had bought others 
in their place. 


Duly Protested: ‘‘What became of 
that unpaid bill Dunn sent to us?” re- 
marked the bank clerk to his wife. 

“Oh, that?’ she asked. “I sent * 
back marked ‘insufficient funds.’ ”’ 
Denver Banker. 
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check paper like this 
at such low cost?” 


T’S the Smoothest check paper I’ve ever 
written on.* It has Safety and Durability— 
and we’re paying less for it.” 


UNEQUALLED VALUE in Hammermill Safe- 
ty is due to manufacture complete in one plant, 
from raw material to sensitized surface. 


UNEQUALLED VALUE is the reason why so 
many bankers are using Hammermill Safety. 


No one objects to paying less for better check paper. 


HAMMERMILL PAPER COMPANY 
ERIE, PENNSYLVANIA 


# Mail the coupon for Sample Book and test sheets. 
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By G. A. G. 


HE protection of outlying city 

branches against holdups is a live 

problem in many Canadian cities. 
The death by a bandit’s bullet of a well 
known and popular Winnipeg banker 
has served to bring this question well 
to the forefront. Most of the larger 
Canadian branches are well equipped 
with electrical apparatus and are also 
well guarded. While certain precau- 
tions are taken at suburban branches, 


| it is difficult to make them immune 


from attack by reason of their isolation, 


| the installation of elaborate equipment 


| in some cases not being feasible. 


Some 


| of the suburban managers also feel 





ONLY materials of first quality are | 


used. The wood is thoroughly | defense methods 


seasoned for long life. The tapes are 
of imported fabric—the best obtain- 
able. The design embodies many 
features of mechanical superiority. 
The workmanship is of highest order. 
The ideal of the organization and the 
quality of the product are ably 
expressed in the Bostwick-Goodell 


crest—‘semper presto servire’’— | 


always ready to serve. 


It naturally follows that these better 
built blinds give longer and better 
service. 


THE BOSTWICK-GOODELL CoO. 


Blinds since 1894 a 
NORWALK, OHIO | 


Representatives in Principal Cities 
ACHAT READY TO seava> 


ICTORIA 
VENETIANS 





that the preservation of law and order 
is primarily a police duty and while 
their premises are reasonably pro- 
tected, holdups are more or less a prob- 
lem for police commissions. It is 
pointed out that banks contribute 
large sums annually in the form of 
taxes for the upkeep of city police and 
fire departments and while the police 
departments in most cities are usually 
efficient, they are hampered in many 
cases for reasons of civic economy by 
not having sufficient men to patrol 
their areas efficiently. Some of the 
managers at exposed points believe 
that the time has come for a show- 
down with the gangsters and whatever 
additional equipment is _ necessary 
should be installed at once. One man- 
ager suggests that defense plans could 
be evolved with the co-operation of 
other neighborhood banks which would 
reduce the cost of installations. Where 
two or more branches are located near 
at hand, they could co-operate in main- 
taining armed guards and in other 


* * * 


The abnormal situation in the money 
market is reflected in the reduction of 
current account interest rates by the 
Canadian chartered banks. Current 
account depositors who formerly were 
paid 2 per cent on their daily balance 
will now receive 11% per cent. Where 
21% per cent was paid on the minimum 
monthly balance, the rate will now be 


| 2percent. Current account depositors 


receiving interest on their accounts 
will be required as before, to keep a free 


| balance of $2,500 or more, according 


to special arrangement. The savings 


| bank rate of 3 per cent on the mini- 
| mum monthly balance is unchanged. 


The Better Blinds | 
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The reduction in deposit rates had been 
foreshadowed by the lack of demand 
for money for current business pur- 
poses. The June bank statement 
showing Current Loans in Canada at 
$1,127,036,209, a drop of $179,626,337 


as compared with the June, 1930, total. 
Savings deposits, on the other hand,” 
have been steadily climbing and are! 
reported at $1,450,356,954, an increase 
of $40,059,462 over the same month 
in 1930. 


* * * 


Telegraph and long-distance tele- 
phone charges at district head offices 
of Canadian banks have been much 
reduced in the past two years by the 
use of the air mail. Many of the 


branches on Canadian air mail routes 7 ‘ 
s the ; 


use the service to clear large checks or 
to cut the presentation time on docu- 
mentary drafts of substantial amounts. 
It has been found, however, that the 
air mail is particularly useful in branch 
banking in the matter of credits and 
staff transfers. Some of the branches 
are so located that in case of an emer- 
gency, applications for large credits 
beyond the discretionary power of the 
local manager can be submitted by air 
mail, passed upon by head office and 
authorization forwarded by the same 
route, all within a few hours. Previous 
to the establishment of the air services, 
lengthy long-distance telephone con- | 
versations or an exchange of telegrams 
were necessary to accomplish the same 
end. A few years ago a collect code 
telegram from head office occasioned | 
considerable excitement among the 
junior officers at Canadian branches. 
This was in the days when staff trans- 
fers were usually made by wire. Often 
in the holiday season when the message 
was decoded, John Jones, the ledger 
keeper, would find that he had two 
hours to pack his club bag and catch 
the train to Podunk Center where he 
had been instructed to report for relief 
duty. The telegram as a portender of 
a “move,” however, is now almost out 
of date. Many of the banks now send 
their instructions on emergency staff 
transfers by the air route. District 
head offices are able to include more 
details in the air mail letter which or- 
dinarily would have to be omitted in 
telegraphic instructions. 


* * * 


A new bank “racket” was introduced 
recently at Vancouver when a stranger 
appeared at a teller’s wicket and shoved 
in two $1,000 and three $500 bills and 
asked for smaller denominations. The 
teller counted out the amount in $100, 
$50 and $10 bills and was making his 
second check when the telephone rang. 
It was necessary for the teller to turn 
his back momentarily in order to an- 
swer the telephone and when the call 
was concluded he turned to the counter 
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and found the stranger had disappeared 


| and the two lots of $3,500 were also 





missing. The fact that the telephone 
call was “about nothing in particular” 
would indicate that the party making 
the call was in league with the man 
seeking the change. It is believed that 
the “layout” was carefully studied by 
a couple of clever criminals and the 
man appearing at the wicket may have 
used a specially prepared walking stick 
for the purpose of extracting the money 
when the teller’s back was turned. The 
incident would indicate that the loca- 
tion of the teller’s telephone is an im- 
portant detail in the protective meas- 
ures taken in the cage. 


* * * 


‘““You appear to be busy here,” said 
the garge man customer to the man- 
ager as they watched the bank lobby 
bustling with activity. “Yes,” replied 
the manager, “‘it is something like your 
business —a lot of it is just free air. Do 
you see that girl standing at the teller’s 
wicket holding up the line? Well, she 
comes in every day about this time for 
change for “X’ up the street. X does 
his business at Y bank but it is more 
convenient here for change. We handle 
a lot of change here, takes time and 
costs money in express charges. No, we 
don’t turn them down. It isn’t done. 
Did you see that old fellow going into 
the safety deposit vault? That is the 
third time the guard has let him in to- 
day. He is out and in like that every 
day. He pays the same rental as the 
ordinary customer who clips his cou- 
pons twice a year. No, we don’t make 
any special charge. It isn’t done. 
There is old Smith at the ledger wicket 
asking for another check book. He 
gets a couple a week and writes about 
two checks a month. No one knows 
what he does with the check books. 
Just loses them. No, we don’t make 
a charge for them. It isn’t done, you 
know. There is Jones over there taking 
up the accountant’s time to get a 
quotation on a draft on Italy. No, he 
won’t buy a draft. He will use our 
rate to check up his own bank. Charge 
for the service? No, itisn’t done. Did 
you see the lady who just went out? 
She opened an account yesterday, de- 
posited $50. She got a pass book and 
used up a bunch of stationery and is 
closing the account today. No, we 
don’t charge anything extra. It isn’t 
done.”’ ‘‘Tell me,”’ said the garage man, 
“Why so much free air? Why isn’t it 
done?” ‘That’s just it,’ said the 
manager. ‘‘Why isn’t it done?” 


* * * 


Like the rhyme featuring the im- 
mortal Flanagan, the new excise tax 
regulations issued by the Canadian 
government can be summed up as “On 
Again, Off Again, Lick Again.” In 
its quest for new revenue, the govern- 


ment at first announced that all checks 
and bills of exchange would be subject 
to the two-cent stamp tax. This 
announcement was not received with 
cheers by the banks as the burden of 
the collection of the tax falls on their 
shoulders and most of the “‘stamp lick- 
ing’’ is done in their offices. There was, 


however, one compensation —the two-— 


cent tax might have a tendency to keep 
down the small nuisance checks below 
$5 which hitherto had not been taxed. 
Whatever satisfaction there was in this 
feature, however, was_ short-lived. 
Apparently yielding under pressure 
from the creameries which would have 
felt the tax severely, the government 
issued further instructions exempting 
all checks of $5 and under from the 
stamp tax. 


* * * 


With newspapers casting some doubt 
on the value of saving for children and 
some child welfare organizations sug- 
gesting that the dime bank be done 
away with, the children go right on 
saving their pennies and will probably 
continue to do so unmindful of the con- 
troversy raging about them. This 
1931 has not been a banner year for 
the wheat growers in Saskatchewan 
but it has been a banner year for school 
savings at Saskatoon, Sask., which is 
located in the wheat belt. With 2,848 
accounts and $16,000 on deposit, the 
school savings system has grown con- 
sistently since its establishment in 
Saskatoon in 1927. The first year of 
operation saw $2,600 on deposit. In 
1928 the total had risen to $8,000, in 
1929 to $12,600 and in 1930 to $13,250. 
Approximately 45 per cent of the en- 
rollment at Saskatoon schools main- 
tain savings accounts. 


* * * 


A manager noted for his optimism in 
writing to his head office credit depart- 
ment from a branch located in the 
drought area in western Canada, is 
reported to have dealt with a liability 
account as follows: 

**You will be pleased to learn that in 
connection with this account we hold 
Form 872 hypothecation of collateral 
notes to the amount of $700. We re- 
gret, however, to advise that the notes 
are now outlawed and the promissors 
have disappeared. As additional secu- 
rity your manager obtained chattel 
mortgage over stock and implements 
(Form 781) completed in duplicate and 
duly registered. In this connection, 
however, we have to advise that the 
chattels covered by our mortgage have 
been disposed of without the bank’s 
permission and the monies diverted to 
other creditors. Your manager pressed 
for and obtained Form 530 assignment 
of life insurance policy $2,000. You 
will note that the debtor has allowed 
this policy to lapse and there is no 
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NO NEED 
TO 
LOSE MONEY 


A window is silently opened 

. . the beam of a flashlight 
locates the bureau drawer... 
rings, pins, and a thick wallet 
tumble into a pocket... as 
stealthily as he came the house- 
breaker goes... 

The jewelry is insured; the 
money is gone forever. 

There is no need to lose 
money. A. B. A. Cheques do 
not tempt thieves. They know 
this insured money is useless to 
anyone but the owner. If your 
A. B. A. Cheques are stolen, 
your money is still safe—every 
cent will be refunded. Keep 
A. B. A. Cheques in the house 
instead of cash. 
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CERTIFIED 
OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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STAMP OUT 
THE VERMIN 


Vermin of the underworld thrive on 
easy money snatched from the unpro- 
tected—dread of Federal Gas installa- 
tions cuts off their food supply— 
literally stamps them out by starvation 
or by capture. 





You are protecting your patrons, 
your employes, contributing to the 
safety of society, by equipping your 
bank with 





Federal Gas is absolutely harmless, 





because it does not maim yet its protec- | 


tion is so complete. 
bandits can’t shoot their way out of 
Federal Gas, but are reduced to crying, 
cringing impotence—just rats in a trap. 
Twenty-five per cent reduction in 
Holdup Insurance Rates is granted to 
Banks installing our protection. 


Mail the Coupon 


FEDERAL LABORATORIES, Inc. 
185 Forty-First St., Pittsburgh, Pa. 
(Representatives in all principal cities) 
Gentlemen: Without obligation to us, you 


may please send us details about FEDERAL 
Banpit Protection for banks. 


Name__ 
 ——— 
Bank 


Address 








City State 
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equity. Your manager continued to 
press client for further security and 
acceding to our request he deposited 
5 shares of Sure Fire Oil Company(no 
par value) completing Form 551 
hypothecation of stocks and bonds. 
We have been advised by the bond 
department that there is no market 
for Sure Fire Oil and the shares are 
worthless. Your manager, however, 
was able to persuade client to hypothe- 
cate (Form 872) lien note for $50, 
covering one pure-bred shorthorn bull. 
In this connection we regret to advise 
that promissor on lien note has left for 
parts unknown and we are informed 
by the local veterinary that the bull 
will have to be destroyed at the bank’s 
expense. We would be glad to have 
your instructions.” 

The head office credit department 
is reported to have replied as follows: 

*“You appear to hold a nice collection 
of legal forms and one sick bull. We 
would suggest that you transfer the 
debt to the Irrecoverable Debt De- 
partment, shipping legal forms by 
parcel post. We leave the destruction 
of the animal covered by our lien note 
in your hands as we feel sure by the 
tone of your correspondence that you 
will be able to accomplish same with 
little expense to the bank.” 


* * * 


Canadian newspapers are having a 
contest in defining a joint account. 
Some of the journalistic descriptions 
are as follows: 


“A joint account is one in which the 
husband pays the money in and the wife 
draws it out.” —Olttawa Journal. 


“A joint account is the story a man 
keeps telling about his rheumatism.”— 
Toronto Star. 


**A joint account is more likely the bill 
from the favorite bootlegger’s emporium.” 
—Chatham News. 


Counterfeiters of Georgian Days 


(Continued from page 19) 


as one and the same person and need- 
less to say, of “Old Patch” himself. 

After his arrest he put up a wonder- 
ful fight. He was not “Old Patch’’ and 
no one could prove it. His acting was 
magnificent. The accusations were 
plots because he, as a_ stockbroker, 
had balked the speculations of the 
chief cashier of the Bank on ’Change. 
He was remanded and contrived to 
send a message to his mistress to de- 
stroy all evidence against him. But 
the sleuths were not to be done. They 
confided to his wife that he had been 
unfaithful to her and thus learned the 
address of her aunt, his mistress, who 
incidentally had at one time been ex- 
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The new account man, who had just 7 
taken two joint account : signature | 


‘**A joint account is merely the bill from 
the butcher shop.”—Stratford Beacon. 






cards, explained the operation in detail | officers 
to an elderly lady and her slightly deaf | partme 
husband, read them all the fine type) ing Pr 


on the agreement form and read it) 02 dif 


again louder, said a joint account is the 4 the ne 
.. . Well it’s just a durn nuisance. 7 kind ¢ 
‘ ticular 
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Churchill, Manitoba’s new seaport) worke 
on the Hudson Bay which will be open | 1¢ss f 
for settlement next year, will not be) secur 
allowed like Topsy to “just grow.” | I ad 
Already bank sites have been indicated |) tribut 
on the map of initial development )) to soll 
issued by the Manitoba government, essa 
streets have been named and the loca- )) ulariz 
tion of other buildings determined. ' the I 
The town is more of a construction 9 famili 
camp at present but will be developed | ‘FS 
on a well-defined plan which provides ) busin 
for its growth over a period of years, |) thoro 
There will be no parking problems for |) Phase 
bank customers at Churchill. The) that 
map of the future city shows bank | cullie 
sites facing a wide open square in the lh 
business section where there will be |) 28 fol 
ample parking spaces. Churchill will | For 5: 
be unique inasmuch as development whe 
will be controlled jointly by the 
Dominion and Provincial governments. | _ Tot 
The townsite is owned by the Province | Fores 
and no property will be sold but will be | a 
disposed of in fifty-year leases subject |) Real } 
to revision every five years. At present | Trust 
there is no business development with Saf 
the exception of the three banks — To 
Bank of Montreal, Royal Bank of : 
Canada and the Canadian Bank of _ Ce 
Commerce—that operate summer] "024 
offices for the convenience of the con- | °V& 
struction employees. Until water and | @ctu 
sewage facilities are established next | ‘he « 
year, the Government will not permit Al 
public development of the townsite. py 

com) 
prin 
It 
the 
SIX I 
and 
Giantess.” A search brought to light | 126. 
the remains of the plates and the paper- | $10, 
making machine and all was up with T 
“Old Patch.” He had managed to | © 
secrete some cord in his cell, and after | 5™ 
writing a letter to the King beseeching whe 
his aid for his innocent wife and eight | "4 
children, he made a noose of the rope fact 
and hanged himself on the hat pegs | ° © 
behind the door of his cell. 

Thus perished the king of forgers in “ 
Bridewell prison in 1786, and we fit- — Pu 
tingly drop the curtain on the last | fou 
scene, when at midnight some of his — cau 
victims came to watch the old cere- [ sta 
mony of piercing the heart of the | dra 
suicide with a stake by the fitful glare 7 
of the surrounding torchlights. | dra 
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A Contest Defies De- 
pression 


(Continued from page 11) 

Various de- 
partment heads and executives, includ- 
ing President Philip R. Clarke, talked 
on different occasions, setting forth 


"kind of business desired in each par- 


ticular division. 

Classes were also conducted to assist 
workers in learning how to obtain busi- 
ness for each department and to sell 
securities for the investment affiliate. 
In addition, special reports were dis- 
tributed, giving the information needed 
to solicit properly the business of each 
department. All these auxiliaries pop- 
ularized the various departments in 
the minds of the contestants and 
familiarized them with the basic fac- 
tors involved in getting profitable 
business for the bank. It was the 


} thoroughness with which all combined 


phases of the contest were followed 
that brought it through many diffi- 
culties to a successful conclusion. 

The results obtained in dollars were 
as follows: 
For Savings Department... .$ 538,375.02 
For Commercial Department 1,842,622.32 


Certificates of Deposit....... 73,013.88 

Total Business........... $2,454,011.22 
Foreign Department........ 24,316.75 
Safe Deposit (new rentals). . . 827.50 
Investment Affiliate......... 21,333.69 
Real Estate Loan........... 32,600.00 
Trust Department (Wills and 

Safekeeping Accounts)... . 3,761,396.00 

Total All Business. ..... . .$6,294,485.16 


Contestants also arranged for addi- 
tional trust business amounting to 
over $1,000,000, but this was not 
actually on the books at the close of 
the contest and was not counted. 

All of the above business was ob- 
tained at a total cost of only $4,925.52, 
of which $3,322.22 was for prizes and 
compensation, and the remainder for 
printing supplies and clerical expense. 

It might be interesting to add that 
the combined new business gained in 
six months from both contests, Savings 
and Vacation, amounted to $8,848- 
126.58, at a total expense of only 
$10,720.06. 

The methods employed in the two 
contests are applicable in large or 
small degree to any bank, no matter 
what its size. Enthusiasm, persistence 
and thoroughness are the leading 
factors in carrying either or both types 
of contest through to success. 


“A gossip-writer says,”’ according to 
Punch, “that on a visit to his bank he 
found the building so cold that he 
caught a chill. He must have been 
Standing between a couple of over- 
drafts.” 

The answer is obviously ‘‘under- 
drawers.” — The Caduceus. 
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More York Equipment 
for 

Federal Reserve Bank 

at Pittsburgh 





HE present vault equipment of the Pittsburgh 
Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 


This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 


York vault installations in Federal Reserve Banks 
include the following: 


NEW YORK CHICAGO 
PHILADELPHIA BOSTON 


and branches at 


LITTLE ROCK 
LOUISVILLE 




















CLEVELAND 
MINNEAPOLIS 





CINCINNATI 
JACKSONVILLE 


PITTSBURGH 
LOS ANGELES 


YORK SAFE & LOCK CO. 


York, Pennsylvania 













Manufacturers and Builders of the World’s Greatest Vaults 











NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 




















Padua Hold-Up Units 











Fully Protected by Patents 


"THE Padua Hold-Up System which is pro- 

tecting banks so thoroughly, is in turn 
protected by patents. That is another im- 
portant reason why it is the right kind of 
protection for your bank. Let us tell you 


more about it. 
ra Bi P \_ 6 


Lift of foot sets off alarm No false alarm via the broom 


Havea 


(bas 


and Let Us 


Havea 
Check 





Collection Sticker Ass’t 
10 Kinds — 100 Each Kind 
Total 1000 Stickers $2.00 
All Attractive - - “GO GETTER” 
Guaranteed to Please and Produce Results 





PHENIX LABEL CO. Kansas City, Mo. 








PADUA Hold-Up Alarm Corporation 
79 Seneca Street Cohoes, N. Y. 
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When You Install 


a Yeo Rotary Night 
Depository you can 
offer a 24-hour de- 
posit service with a 
Service Record. 


Let us explain why 
The Bank Vault Inspection Co. 


5 South 18th Street 





PHILADELPHIA 
B.C.H. 10-31 
THE ORIGINAL 
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Non-Lint 


machine. 


impression. 


paper lint.’ 
feed. 


bon ink. 
Can be 


Detroit, Michigan 


Windsor, Ontario 





Reasons 


WHY YOU SHOULD INSIST ON 


Burroughs 


Adding Machine Paper 


— Strong enough to 
withstand tension re- 
quired for feeding in 


Q—lard, smooth sur- 


face insures a clear 
3—tree from dust and 


4—lishtly wound rolls 
insure uniform paper 


5—Clazed finish does not 
absorb excessive rib- 


secured from the local 
Burroughs office or by writing to 


Burroughs Adding 
Machine Company 


Burroughs Adding Machine of Canada, Limited 
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FROM A BUSY DESK 





HE heart of bank management 
is proper control and training of 
personnel. A bank in the last 


By Hy. W. Sanders 2 
the help on the honor system and — t 
watching them. 


analysis is a group of people working 
together and maintaining a very defi- 
nite and useful place in society. The 
larger the bank the greater becomes 
the problem of personnel, and the big 
bank that best understands the prob- 
lems involved is the one that will in 
the end assimilate its rivals. 


* * * 


In a small bank it is none the less true 
that personnel problems constitute 
the greatest opportunity of 
management, though in 
quite small institutions the 
financial and loaning prob- 
lems may seem to dominate. 
For the confidence of the 
public must be retained and 
one of the most effective 
ways of doing so is to have 
cheerful and efficient service 
at the counters and cages, 
and a well-trained force of 
future executives coming on 
behind the scenes. 


* * * 


MR. SANDERS 


If the foregoing two para- 
graphs are correct, what is the best 
system of handling the people in the 
bank? In the case of large institutions 
departmentalization is needed with 
budgetary control of operations. Then 
within the department or small bank, 
how shall we get the best results out of 
our people? The answer is given by a 
banker with a small staff of thirty. He 
says: “I tell my clerks and tellers that 
the thing I am most anxious to avoid 
is having to give orders. We want to 
develop this group into a real democ- 


| racy, knowing its work so well that 


no orders will be needed, and doing it 
so willingly that there is perfect co- 
operation. When we find the occa- 
sional lazy or _ deliberately non- 
co-operative person, we get rid of him. 
We give raises and promotions to those 
who qualify in interpreting this pro- 
gram. With our whole force concen- 
trating on the service that is to be 
performed, and getting the work done 


| in the best way, and looking for ways 
_.to improve it, and having confidence 
| in us that there will be no favorites 
| except those who best can work and 
| best agree, we get results.” 


| 


* * * 


Philip Withermore would probably 
sum up the above as a policy of putting 
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Bankers are partly to blame for the 4 
needless mortality in business, says 
that good credit man, C. A. Rude, vice- 7 
president of Security-First National” 
Bank of Los Angeles. He says: “Ite 
through excessive or unwise extension 7 
of credit we allow the borrower to! 

jeopardize his own capital as well as” 
ours, we cannot shirk our responsi-) 
bility. Relatively few businesses can 
liquidate in a short time, even when 
conditions are normal. The” 
constructive banker is aj 
pessimist in prosperity and ; 
an optimist in depression. | 
In times of stress, those | 
avoidable liquidations! 
which we permit through 
indifference may cost our 
customer his business and 
livelihood. They will cost 
us time, trouble and money, 
but above all a friend whose 
good will for future years 
might be beyond all price.” 
These wise words were 
uttered at the Western Bank 
Management Conference. 
Yet there are some who think that 
the credit man is cold-blooded and un- 
imaginative and only restricts credit 
for selfish ends! 


* * * 


One of the minor pests of the bank- 
ing business is the man with a $500 
account who wants to have printed, 
free of charge of course, some fancy 
check form that costs $30 or so per 
thousand. We had one recently who 
waxed eloquent on what a grand ad- 
vertisement a fancy check can be, and 
then was much taken aback when the 
banker suggested that as he so greatly 
valued the advertising, he would of 
course be willing to pay for the checks. 


* * * 


Two interesting changes, (among 
others) were made in the California 
banking law this Jast session of the 
legislature as a result of the work of 
the Committee on Legislation and 
Taxation of the California Bankers 
Association. One refers to stop pay- 
ments and enables a customer to collect 
from a bank that has paid a check over 
his stop-payment only the actual dam- 
age he may have suffered. The other 
has to do with adverse claims to de- 
posits. Formerly a bank was placed 
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‘choose between two claimants. 
‘such claims can be ignored unless the 
| adverse claimant procures an injunc- 
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* * * 


People often consider that they are 


‘doing a favor to the bank when it 
' cashes their checks. 


Recently a deaf 
man and his daughter brought in a 
check on a distant bank and wanted 
the cash. Explanations, with the 


| daughter as interpreter, to the effect 


that identification or endorsement 
would be necessary, were very difficult. 
Finally the man produced from an 
inner pocket, by way of identification, 


' a letter from the bank, six months 


old, soliciting his account. It had 
been sent out as a part of a new busi- 
ness campaign to all new householders 
intown. Trying to explain to him that 
cashing a check on another city was 
not the sort of business solicited, 
appeared to be such a task that the 
bank officer took a chance and cashed 
the check. 


* * * 


Some of the situations in which a 
banker may be called upon for help 
are interesting. We had one recently 
when a negro in trouble came in to the 
bank. His two daughters had started 
to drive from California to Texas in 
an old car and were broken down in a 
desert place forty miles from nowhere. 
A frantic wire for money had arrived 
and what was to be done? We found 
that these two colored girls were 
stranded in the desert where there 
was nothing but pioneer store and 
garage and no station agent. Eventu- 
ally after much wiring the nearest 
banking point, forty miles away, we 
found a messenger going through to 
whom money was entrusted. We hope 
that they got out all right. 


* * * 


An officer fairly high up in a large 
branch banking system says that there 
is sometimes a problem in manage- 
ment owing to the local manager’s 
intense enthusiasm for more business. 
It seems that the totals of new accounts 
and numbers of accounts and volume 
of deposits are carefully scrutinized by 
head office and the managers urged to 
work for more business. According 
to this officer, there was a tendency 
among managers to take and hold un- 
profitable business, and to delay the 
consummation of clearing house agree- 
ments with independent banks in the 
same city for the purpose of eliminating 
unprofitable business. 


* * * 


Some correspondents have written 


asking identification of the mythical 
Philip Withermore, vice-president of 
the Futurity National. When this 
“colyum” was young we had an elab- 
orate plan for a whole series of comic- 
strip characters. Philip was the head, 
and there was Peter Pencecounter the 
teller, and Algernon the messenger 
and Sadie Lipstick the bookkeeper and 
old Blotterdorf McInskip the veteran 
general bookkeeper. But so far —three 
years or so—banking items of real 
practical value have come to hand 
from far and near so regularly that we 
have never yet had to call the family 
to assist. Philip Withermore is the 
only one who has figured much in these 
items. 


* * * 


Once in a long time, safe deposit keys 
are picked up in the lobby and turned 
in to the cashier’s office, or other place 
where lost and found articles are held. 
It creates a good impression on the 
customer if such keys are immediately 
sealed up and the time and place of 
their finding marked on the package. 
Many people are under the impression 
that the bank has duplicate keys to 
safe deposit boxes and we should not 
lose an opportunity of convincing 
them that the box cannot be opened 
without their keys. Therefore the 
sealing up of any loose keys found, 
removes any suspicion that unauthor- 
ized entrance may have been made. 


* * * 


Philip Withermore says that he can- 
not be sure when a group of well-dressed 
men enter the bank at closing time 
whether they are bank examiners or a 
holdup gang. 


* * * 


Why should we stick to the old 
month-end statement congestion? In 
most other lines of business they have 
avoided the rush either by cutting off 
on the twenty-fifth and giving em- 
ployees five or six days to prepare 
statements, or by deferring the issuance 
of statements until the fifth of the 
month. Some banks are doing either 
of these two plans and some are en- 
couraging the issuance of statements 
on the fifteenth of the month, but most 
of us still follow the old plan. 


* * * 


The present time of low interest rates 
is a real blessing in disguise to the bank- 
ers of this country. All over the land 
banks are reducing abnormal savings 
rates, cutting out extravagant free 
“services” and placing appropriate 
charges against unprofitable accounts. 
Unsound situations (from the earnings 
viewpoint) are being cleared up. In 
hundreds of cases banks have felt 
forced to depart from the straight and 
narrow path, in previous years, in order 
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There is depth to TRU-TU-LIFE displays. 
Every figure is modelled by a highly skilled artist. 


Your windows 
are an advertising 
opportunity — 


Take advantage 
of them! 


Properly used, they bring 
home to the people passing your 
bank, the advantages of doing 
business with you. 


TRU-TU-LIFE displays, ac- 
curately hand modelled char- 
acters in hand painted miniature 
stage settings, cover all phases 
of banking service—Savings, 
Checking, Trust, Travel, Invest- 
ment, Safety Deposit Depart- 
ments. 


Through their dramatic pres- 
entation of historical and mytho- 
logical subjects, they compel 
attention. Coupled with their 
suitable accompanying mes- 
sages, they create the urge to do 
business with you. 


For over five years, TRU-TU- 
LIFE displays have been solving 
the window problem of every 
size bank. Two display sizes 
make them adapted for large or 
small windows. 


See for yourself ! 


If you wish to be rid of all 
display worries and at the same 
time insure the type of window 
usage that will actually bring 
people into your bank, write 
us for full particulars. Let us 
quote you comments of other 
bankers. No obligation is in- 
curred. 


»»» 


TRU-TU-LIFE DISPLAYS 


1129 Banklick Street, 
Covington, Kentucky 
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Adding Machine , as 


ADDING - BOOKKEEPING : CALCULATING AND 





Has a listing and totaling capacity of 
99,999,999.99. Standard Burroughs con- 
struction. Occupies scarcely more space 
than a letterhead. Easily carried from desk 
to desk. Offered with direct subtraction, 
wide or narrow carriage, single or duplex 
addition, eight or ten column keyboard. 


Requires only 9” x 1314” desk space. 
Can conveniently be moved aside when not 
in use. Easily operated with one hand. Wide 
carriage accommodates wide forms as well as 
roll paper. For proving deposits, listing 
checks or making up teller’s blotter. 


AVAILABLE with nine, eleven, thirteen or 
seventeen column capacity, with or without 
double adding mechanism. Accommodates 
both wide forms and roll paper. May be 
obtained with special features for proof or 
transit work. 
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Ten Column 
Low Keyboard 
Adding Machine 





Equiprep with double adding mechanism. 
Listing and totaling capacity 99,999,999.99 
in each set of adding dials. Wide, movable 
carriage for listing and totaling in various 
columns of wide forms. Also accommodates 
roll paper.. May be obtained with special 
features for proof or transit work. 


For excellence of mechanical construction, for fast, accurate 
production of desired results and as an economical invest- 
ment, banks always prefer Burroughs equipment. In the wide 
range of Burroughs Adding Machines are styles for every de- 
partment in the bank. Each of these styles is definitely adapted 
to one or more of the phases of bank work involving addition 
or subtraction. Special features for the different types of 
work increase speed and effectiveness of operation. Burroughs 
factory trained, factory controlled service assures continuous, 
profitable use. The nearest Burroughs office will demon- 
strate in detail the advantages of Burroughs Adding Machines. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 
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Increases efficiency and reduces fatigue in office 
work. The support for the back—at the exact spot 
where the spine needs support—is an extremely 
important factor in the promotion of health, vigor, 
alertness and efficiency. 


All metal construction, easy adjustment without 
tools, ball bearing swivel and thick cushions are a 
few of the features of the Burroughs Chair. For 
more information call our local office or write to 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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to maintain competitive rates or serv. 
ices. Now these are being adjusted 
and we may safely look forward to a 
future of much sounder banking, with 
more careful credit and investment 
policies, lower yields, higher service! 
charges, lower savings rates, and a more} 
liberal salary range to employees. 
* * * 


The bond officer is in a dilemma. If} 
interest rates should stiffen as business | 
improves, his governments and munici- | 
pals, bought at high premiums, may} 
decline. On the other hand if he buys! 
industrials and the present slump 
should continue, they may decline too, 
Hence the scramble for short maturi- J 
ties of all kinds. 


* * * 


A banker made an arrangement with 
a friend who operated a grocery store 
that the bank’s night watchman should 
receive a bag of money on Saturday 
night and lock it in a cashbox (this J 
bank had no night “depositary’’). The 
bank’s attorney held up his hands in 9 
horror. If you get robbed, he said, 
your insurance will not cover it, be- 
cause you are guilty of gross negligence 
—receiving deposits after hours, by 
one not a regular banking employee, 
and not properly safeguarding the 
deposit when received. 





Trust Work in the 
Beginning 


(Continued from page 14) 


show any profit at all. The trust 
officer should insist (and the directors 
should back him up) that every service f 
carry its own fee and that business 7 
coming through other departments 7 
should be on the same basis. ; 
In communities which have two or | 
more banks, none of which has as yet | 
established a trust department, it is J 
sometimes good judgment to consider i 
the advisability of all of the banks | 
co-operating in the organization of aj 
single trust company, distinct from | 
any of the existing banks, the stock of | 
such company to be held entirely by | 
the banks or their directors individu- | 
ally. Such a plan has the advantage 7 
of doing away with competition among | 
the banks for perhaps a limited amount 
of available trust business and substi- | 
tutes one large and profitable institu- | 
tion for several small and struggling 
trust departments. It has the further 
advantage of making available to the | 
community a much higher degree of 7 
trust service through a more efficient |7 
personnel at a considerable saving in| 
expense. 4 
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Editor’s Note: The second of this I 
series of articles by Mr. Pullen, dealing i 
with the scheme of organization and plan} 
of management, will appear in November. 
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